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MUTUAL SECURITY APPROPRIATIONS FOR 1956 


Tuurspay, JUNE 9, 1955. 
INTERNATIONAL COOPERATION ADMINISTRATION 


WITNESS 


GEN. ALFRED M. GRUENTHER, SUPREME ALLIED COMMANDER, 
EUROPE (NATO), AND COMMANDER IN CHIEF, UNITED STATES 
EUROPEAN COMMAND 


Mr. Passman. The committee will come to order, 

This afternoon we begin consideration of the request of the Inter- 
national Cooperation Administration for appropriations for fiscal 
year 1956. We are pleased to have with us Gen. Alfred M. Gruenther, 
Supreme Allied Commander, Europe (NATO), and Commander in 
Chief, United States European Command. 

General Gruenther, you may proceed in your own way and discuss 
any phase of the program you feel will be helpful to the committee. 

(Discussion off the record.) 

Mr. Passman. General Gruenther, we want to thank you very 
kindly for appearing before the committee. You have been fair; you 
have been factual and you have been forthright. I know your testi- 
mony will be of value to this committee when we start deliberating 
the appropriation for NATO and other portions of this program. 


Fripay, JUNE 10, 1955, 
GENERAL STATEMENT OF THE SECRETARY OF STATE 
WITNESS 
HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Mr. PassMAn. The committee will please come to order. 

Weare glad to have with us this afternoon Hon. John Foster Dulles, 
Secretary of State. 

We shall be pleased to hear from you at this time. 

Secretary Dutxes. Thank you. 

Mr. PassMan. You may proceed in your own way, Mr. Secretary, 
and discuss whatever phases of the overall foreign aid program which 
you feel would be helpful to this committee in its deliberations. 

Secretary Duties. Thank you, Mr. Chairman. 

Could I also have the opportunity to review the transcript of my 
testimony before any public use is made of it ? 

Mr. PassmAn. Definitely so, Mr. Secretary. 

Secretary Duties. Thank you. 
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Mr. Gary. Mr. Chairman, I think you might let the Secretary, 
whenever he wants to do so, discuss any phase of the matter off the 
record entirely, without its being taken down. 

Mr. Passman. Certainly. 

Secretary Duties. I would prefer—I think it would be much 
easier—if I let most of it go on the record, subject to the possibility of 
checking it, because I think most of what I say can go on the record 
with some very slight editing. 

Mr. Gary. But I think there may be some parts that you would not 
want taken down. 

Secretary Duties. There may be some parts where I want to go off 
the record. 

Mr. Gary. Yes; I thought you ought to know you have that 
privilege. 

Srorerary Duties. Thank you. 

Mr. Passman. The transcript will go to you for your approval 
before any of it is printed. 

Secretary Duties. I am appearing here in support of the mutual 
security bill for the coming year. Before I discuss the details of the 
figures which, in any event, I will discuss only in a very broad way 
because there are others more expert on the details than I am, I would 
like to go over the international scenery a little bit. I think I have 
seen, during the past year, and particularly during the past few 
months, developments which are of great significance, and develop- 
ments which are very encouraging. 


WESTERN EUROPEAN UNION 


We have been able, during this period, to bring about the restora- 
tion of sovereignty to the Federal Republic of Germany; the admis- 
sion of the Federal Republic to the North Atlantic Treaty Council 
and its organization; and the formation of what is called the Western 
European Union, whereby seven of the European countries bind them- 
selves together to create a large measure of solidarity, and a measure 
of military arrangements, including controls, which replace some fea- 
tures of the European Defense Treaty, which had been negotiated 
some years earlier and failed of daication because of the French 
adverse vote. 

That series of steps has consolidated the free world position in 
Europe in a way that has been sought for a long time, and that success 
seems to have brought with it a series of other acts on the part of the 
Soviet Union, which indicate that they realize that their old policies 
have failed and that they must seek new policies. 


AUSTRIAN TREATY 


The first direct consequence of this European development was the 
shift of position by the Soviet Union on the Austrian treaty. This 
treaty has been a matter for negotiation since 1947. I was with Secre- 
tary of State Marshall in Moscow in 1947 when the drafting of the 
treaty began, and it has been worked on steadily for 8 years. There 
have been over 400 meetings of the 4 powers at various levels trying 
to consummate that treaty, but the Soviet Union always insisted upon 
a provision that would enable them to keep forces within Austria. 
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In April of this year they altered their position, reversed it, and on 
May 15 signed a treaty which provides for the withdrawal of forces 
within 90 ‘days after the treaty is ratified. That will mark the first 
step backward of any Soviet Red Army forces in E ae | since 1945. 

It will carry with it implications in terms of neighboring states. 
It will open up a new frontier of freedom to Yugoslovia and also the 
first frontier of freedom with Hungary, and one can anticipate that 
it is going to lead these countries to want for themselves that which 
they see given to Austria. 


SOVIET MEETING WITH MARSHAL TITO 


Another spectacular development has been the pilgrimage of the 
heads of the Soviet Government and of the Soviet Communist Party 
to Belgrade in the attempt to effect a reconciliation with Marshal Tito. 
That has been perhaps the most spectacular event that has happened 
in many years. 

You can surmise what thoughts are going through the heads of 
the neighboring satellite countries who have been subservient so long to 
the Soviet communism, who have heard the Yugoslavs berated, threat- 
ened, and reviled in the strongest terms because of their breakaway ; 
and who now see the heads of the Soviet Government and the Soviet 
Communist Party going on a pilgrimage of confession of error to seek 
the good will of the ruler who, up to now, they have upbraided and 
threatened. 

That, as I say, is sure to have a very great repercussion upon the 
hold which the Soviet has upon the satellite countries in Europe. 

Now, I think this should be off the record. 

(Off the record discussion. ) 

Secretary Duties. Now, back on the record. 


FORMOSA SITUATION 


In Asia, the situation is also better. Concededly, there are soft spots 
in that part of the world. Three or four months ago, at the time when 
this House took the leadership in passing what is now Public Law 4, 
authorizing the President to use the Armed Forces of the United 
States in Formosa and in related areas, I would say to you that I felt 
that the situation with Communist China was highly dangerous. 
The fact that congressional action was taken, coupled with some in- 
fluences that were exerted at the time of the Bangkok Conference, 
has brought about what I think, in fairness, approximates a de facto 
cease-fire in the Formosa area. It did not involve concessions of any 
kind by the United States or by the Republic of China. I do not say 
that there is a stable situation yet, but it is a situation which is vs istlly 
improved over that which seemed to confront us earlier this year 

(Off the record discussion. ) 


SITUATION IN VIETNAM 


Now, with respect to Vietnam, the situation is improved over what 
it was some months ago when it appeared that the Government of 
Diem did not have the international support of the free nations which 
was regarded necessary to enable the Government to survive. 
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I think this had better go off the record. 

(Off the record discussion. ) 

Diem’s principal problem is to .gain control in his own country. 
There are various groups over there, as you know, who have long 
exercised a large measure of autonomy under the French auspices and 
who have had their own independent armies. One of these was the so- 
called Binh Xuyen which is somewhat of a gangster character. Some 
of these groups refused to accept Diem’s authority and challenged it. 

Now, as a result of the talks which we had in Paris, Diem has felt 
in position to go after this group and has pretty well cleaned out the 
Binh Xuyen. 

There was an element of the Hoa Hao—and it is not spelled the way 
it is pronounced—who took the initiative in attacking the national 
forces of Diem and he is using those national forces to try to put it 
down. There are also other elements of the Hoa Hao who are loyal to 
Diem. 

Then there is another big group, the Cao Dai, who, so far at least, 
have indicated loyalty to Diem and he may be able to get that situation 
in hand. It is a pretty tough job to have to use forces within your 
own country to maintain authority when, at the same time, you are 
challenged from without by the Communists. 

But it looks as though Diem is showing the qualities needed to take 
action where action is required and to really gradually rally the sup- 
port of these people. Certainly, the situation is greatly improved over 
what it was, although it would be too optimistic to say that the danger 
is passed. 





ANALYSIS OF WORLD SITUATION 


My analysis of the whole world situation is that the Soviets are over- 
extended; and now they are seeking for new policies; policies which 
will grant them some respite against strains which they have been 
under in trying to do all of the things which they have felt they needed 
to ee in order to keep up with the pace which has been set by the free 
world. 

(Off the record discussion. ) 

Now back on the record. 


VALUE OF MUTUAL SECURITY PROGRAM 


Under the circumstances Mr. Chairman, I think we need to proceed 
and carry along this mutual security program. It has been, in my 
opinion, a very significant contribution in bringing about the improved 
conditions which I have tried to describe. I think that a real oppor- 
tunity now lies before us. 

The program has proved itself. I think we have got much more out 
of it in terms of results per dollar than we did in the beginning. There 
are going to be changes in the management of it, so to speak, and not at 
my seeking. The President is planning to transfer this program, as 
you know, to the general auspices of the State Department on the 30th 
of June. That is in compliance with the wishes which the Congress 
has expressed. 

I do not like to see the State Department assume operational respon- 
sibility, and I hope that this organization, as it comes into the State 
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ae ena will continue on as it is, pretty much of an autonomous 
body. 


Fa Hollister, who, as you know, was a former distinguished Mem- 
ber of the House, will take over the management of the new organiza- 
tion on the 30th of June, subject to his confirmation by the Senate. 
I believe we can anticipate that under his management, there will be 
a continuation of what I think has been very good management and 
initiative by Harold Stassen up to the present time. I think it will 
carry on: well under the leadership of John Hollister. I think we 
may be able to affect some management economies in some areas where 
there is, perhaps, at present duplication between the State Depart- 
ment and the FOA work, particularly in the economic field. I hope 
we will be able to eliminate, perhaps, some of the other responsibilities 
that can be farmed out, parceled out, to other permanent branches of 
the Government. We will try to do all we can in that respect, and, at 
the same time, preserve the vigorous efficiency, and I hope to a large 
measure, autonomoy of this particular operation. 

That is all, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Secretary. I think it is the policy 
of the committee not to detain you any longer than is necessary. ‘There 
are a few questions which I would like to ask and I shall be as brief 
as possible, and when you wish to be off the record in your replies, 
will you so indicate ? 

Secretary Duties. You understand, Mr. Chairman, that I do not 
try to carry in my own mind the details about these figures. There 
will be testimony before you in details by the expert witnesses, and 
I would prefer, if I may, to limit my own presentation to broad policy 
considerations which are involved here. 

Mr. Passman. That is the way it will be done, Mr. Secretary. 


RUSSIAN MUTUAL SECURITY PROGRAM 


You mentioned something about the Russians having a mutual 
security program similar to ours and extending aid to China and, no 
doubt, similar aid to India. Do they have a program similar to our 
MSA where they are offering assistance to some of these nations that 
we are aiding ? 

Secretary Duties. Yes. 

I would like this to go off the record. 

(Off the record discussion. ) 

Mr. Passman. Now, you may leave this off the record if you wish; 
with respect to their offering a steel plant to India. Do you know 
whether India has accepted the proposal ? 

Secretary Duties. They have accepted the proposal up to the point, 
at least, where they have asked the Russians to submit a detailed de- 
sign. That in itself, is a fairly substantial operation, and I am told 
maybe it will run into several hundred thousand dollars. But, as far 
as I know, there has been no actual firm proposal to build the mill— 
nor has there been a final acceptance of the offer. But, so far, it is in 
the stage of submitting plans and specifications, upon which subse- 
quent bids will be made. 

Mr. Passman. Now, off the record, Mr. Secretary. 

(Off the record discussion.) 
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ASSISTANCE TO YUGOSLAVIA 


Secretary Duties. This may be on the record with reference to 
Yugoslavia; it operates, in my opinion, as a most valuable influence 
toward the reduction of the Soviet control over the satellite countries. 

I do not think of anything that can be more constructive in bring- 
ing about one of our great objectives in foreign policy, that is, a resto- 
ration of real freedom to such nations as Poland and Czechoslovakia, 
Hungary, Bulgaria,and Rumania. The policies which have been pur- 
sued with respect to Yugoslavia in enabling Yugoslavia to survive 
and grow in strength despite its cutting loose from the Soviet block 
and now the acceptance of that independence by the Soviet Union, 
are, I believe, a tremendous asset on the side of those who want free- 
dom for the so-called captive countries as a whole. I hope that our 
policy would not be such as to indicate that we are going to cut off 
assistance to Yugoslavia at this particular juncture because that 
might, conceivably, be an influence which would lead the Govern- 
ment of Yugoslavia to say that they would have to go back into the 
Soviet block. 


NEED FOR MUTUAL SECURITY PROGRAM FOR ASIA 


Mr. Passman. One final question, Mr. Secretary: In your opinion, 
is the need for financial and military aid in Asia greater now than 
it has been in the past ? 

Secretary Duties. The need for economic aid is, I think, very much 
greater; and the need for military aid is about the same as it was last 
year. I do not remember just how the figures worked out, but just 
on my overall judgment of the situation. The military figures may be 
a bit higher for Korea, but if it is the case, it would be because Korea 
is now receiving under this program some items which in the past year 
were covered by our own defense budget. 


FORMOSA 


In the case of Formosa the military pressure is somewhat greater 
and we have felt it necessary to build up and, to some extent, to in- 
crease the military assistance to that area. There has been a very 
considerable buildup which is still going on, of the air force on the 
mainland, on Fukien Province opposite Formosa (Taiwan) and that, 
in turn, makes it important to have more effective radar and antiair- 
craft defense. 
INDOCHINA 


In the case of Indochina, there is a very considerable item, in the 
neighborhood of $400 million. That is due to the fact we are having 
to support the army of Free Vietnam which in turn has to take over 
into this army the elements who are willing to do so from the former 
independent armies of the Cao Dai and Hoa Hao, and some from 
Binh Xuyen, and those elements should preferably be integrated into 
the nationalist forces, rather than just turned loose where they would 
either be hired as independent forces by some of the distant leaders, or 
they would just have to live off of the countryside at the expense of 
the civilian population. 
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NEED FOR ECONOMIC AID 


From an economic standpoint, the pressure comes very largely from 
the fact that the Chinese Communists are dev eloping an industrial 
economy and are making very considerable capital improvements in 
the way of new roads, aricecde ports, airfields, and the like, and some 
actual industrial plants. Now that kind of thing is done in a Com- 
munist country at great cost to the individual liberties and freedom. 
In Russia it has been very largely done by slave labor; many hundreds 
of thousands and probably millions of people have literally died in con- 
ditions of slave labor to build this capital plant of which the Soviet 
Union boasts and there you have considerable progress in that respect. 

The same thing is going on in Communist C hina and it is extremely 
important for the non-Communist countries to find w ays whereby they 
can develop their economies. They are impressed by the developments 
going on in the Communist countries. They forget the people that 
died. They are dead and buried and forgotten. What remains are 
the plants themselves, the railroads, or whatever it may be. Those are 
visible; visitors go to see them just like they go to see the pyramids of 
Egypt. They do not thenk very much when they look at the pyramids 
of Egypt about the hundreds of thousands of people who died under 
the lash to lift those great stones. They are dead and gone years age. 
What you look at and admire today is the pyramids. 

( Diseussion off the record.) 

Sieutenrs Duttes. Now all of those despots have been able to 
squeeze out of the people capital developments, monuments, and the 
like. We have to find some way whereby free peoples can also develop 
their economies, and the whole emphasis of this year’s program is 
upon the economy there. 

Roughly speaking, one-half of all the funds sought is for straight 
military assistance ; roughly speaking, another quarter, about 28 per- 
cent, is for defense support. That is for helping the economies of 
countries that are maintaining a military organization which our 
military people think is in our interest, but which is beyond the ca- 
pacity of the people to support unless they get some sort of financial 
assistance. And then the balance of the funds, about 22 to 23 per- 
cent, is economic assistance which is not directly related to any mili- 
tary operation. Of that, almost all is in Asia and is designed to help 
promote the overall economies of Asia, so as to give the people there 
hope that out of a free economy they can have some sort of capital 
development comparable to what is going on in the Soviet and Chinese 
Communist world. 

Mr. Passman. Thank you, Mr. Secretary. 


BASIS FOR CHANGE IN RUSSIAN POLICY 


Mr. Gary. Mr. Secretary, I gather that you think this apparent 
change in the Soviet is due to necessity and not to a change of heart. 

Secretary Duties. Yes, sir. 

Mr. Gary. Is it not true that probably the first step toward a recog- 
nition on the part of Russia that it is a member of the world of nations 
would be the lifting of the Iron Curtain which more or less separates 
them from the rest of the world ? 
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Secretary Duxtxs. I think that would be a very important step 
indeeed. 
(Discussion off the record.) 


DISPOSITION OF AMERICAN EQUIPMENT IN INDOCHINA 


Mr. Gary. What is the situation with reference to American 
property in Indochina now and the property that we gave to the Indo- 
chinese Government ? 

Secretary Duties. We gave it in the past primarily to the French 
Government for use in the French Union forces, which at that time 
included the forces of Vietnam, Laos, and Cambodia. That equip- 
ment, such of it as was then in the northern area, was salvaged—a 
very effective job was done in getting it out—and taken down south 
to Saigon and is now being senbiad primarily for the reequipping of 
the Vietnamese National Army, and will be used to some extent for 
the forces of Cambodia. The French are pulling their troops out 
fairly rapidly, at a rate which I think is about 10,000 a month, and we 
are having to equip the troops of Vietnam as the French go out. Much 
of that equipment used by the French is now being left behind by the 
French and being taken over and used by the Vietnamese. So that 
we do not have any particular item in MSA for hardware for Vietnam, 
because that is already there. 

Mr. Gary. Did you have any substantial losses of equipment to the 
Communists in Indochina ? 

Secretary Duties. No. Some was lost in the Battle of Dien Bien 
Phu; but, as far as the evacuation of the Tonkin Plateau is concerned, 
it was all gotten out. 

Mr. Gary. What is your opinion of the statement made this morn- 
ing, I believe it was, by the Russians with reference to some sort of new 
alliance between India, China, and Russia ? 

Secretary Dutuzs. I heard there was such a statement; I have not 
actually seen it. I would be quite surprised if India went into any 
alliance with Russia or China. 

Mr. Gary. I think the same statement carried with it some implica- 
tion or some assertion that they wanted a solution of the Formosan 
question. 

Secretary Dutixs. Well, we know that is the case. Of course we all 
want a solution. 

Mr. Gary. But this is the first time Russia has indicated it publicly. 

(Discussion off the record.) 


UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 


Mr. Gary. Mr. Secretary, in the past we have always had a good 
deal of discussion in this committee over the United Nations’ technical 
assistance program. We have our own technical assistance bilateral 
program; then we have this United Nations multilateral program and 
there has been some feeling on the part of members of this committee 
that there may be an overlapping of the two programs. Moreover, 
there has been some apprehension recently, particularly since Russia 
has come into the program, that under the Tnited Nations program 
we may be in the position of sending Russian propagandists into free 
countries at the expense of the United States. 
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Could you discuss that situation with us? 

Secretary Duties. Yes. I can understand the questions. I will say 
that the same questions have been in my own mind. I believe that that 
program is a sound and justifiable program. There are some advan- 
tages in some areas of working on a multilateral basis which are not 
to be duplicated on a bilateral basis. There are some useful operations 
which countries can accept more rapidly, having regard to the polit- 
ical sensibilities, on a United Nations on than they can just on a 
direct basis with the United States. There are a good many tech- 
nicians that can usually be found in other countries and where there 
is a certain shortage of such technicians in the United States itself 
at the available pay. 

I believe our participation in the fund does not in any sense increase 
the Soviet influence. On the contrary, if we got out of the fund, the 
Soviet influence would be relatively much bigger than it is. I do not 
think that operations would entirely end if we got out, although we 
do contribute about 50 percent, I believe, of the total funds. That 
situation is one that needs to be watched and I think is watched closely 
by our people, so that none of our money is in fact employed for any 
purpose which would be injurious to the United States, or in the 
interest of Soviet communism. I think, also, pretty successful efforts 
are made to avoid duplication. 

I would have to refer you, as I would have to refer myself, for sup- 
port of that statement to those who are more expert in it than [ am; 
but I am told that duplication is avoided and, on the whole, I would 
endorse the United Nations’ technical assistance program. 

Mr. Gary. Thank you. 


INVITATIONS TO PRESS TO VISIT RUSSIA 


Mr. Frernanpez. Mr. Secretary, the press made considerable ado 
about Khrushchev’s invitation to reporters to come see him in Moscow 
at the time he was sent to Yugoslavia. I read in the papers today 
where he has gone to the extent of actually granting visas to half a 
dozen of them and has invited more to come. Is there as much signifi- 
cance in that, in your opinion, as the papers seem to attach to it? If 
there is any significance, what is it ? 

Secretary Duties. I do not think a great deal of significance at- 
taches to it, sir. There is an increasing tendency on the part of rulers, 
both in Russia and Communist China, to invite people to come and 
see the things which they judge useful for them to see. But there are 
many things there which they do not see. Dictators are always able 
to put on a good show and I think they like to have people come there 
and see the show. Chou En-lai has been very generous in his invita- 
tions. Almost everybody is invited to come and see Peiping. He puts 
on a good show there. I think Russia puts on a good show. But mak- 
ing one of those special visits where you see what is planned for you 
to see is a very different thing from having a real opportunity to mix 
with and understand the sentiments and the feelings of the people. 
And I doubt very much if that kind of opportunity will be afforded 
the peuple who get a visa. 

r. FERNANDEZ. Thank you. 
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SITUATION IN VIETNAM 


Mr. Lanuam. Mr. Secretary, you spoke of the improved conditions 
in Indochina as far as Diem and the rebels are concerned; but what 
about Ho Chi Minh and his forces? From the newspapers and col- 
umnists it appears they are constantly infiltrating South Vietnam and, 
unless something is done, eventually will seize all of Indochina. 

What is the real situation there ? 

Secretary Dutxes. I do not think there is any substantial infiltra- 
tion. There are, of course, many persons who are trying to get from 
the north into the south and actually about six or seven hundred 
thousand people have moved. Some of those may be Communists in 
disguise. It is impossible to be sure that they are not. 

In general, the economic conditions in the north are quite bad. The 
north has always been a food-deficit area. The big rice-producing 
areas are in the south. The normal food-deficit situation has been 
intensified by the fighting and by the degree the Vietminh has im- 
pressed people to build up the armed forces. The information we 
have is that there is quite a desperate situation in the north from the 
economic standpoint. 

When I was out there some 2 or 3 months ago, they were trying to 
get rice, for example, from southern Vietnam to use in northern Viet- 
nam. I really believe, if you could have a free election of the whole 
area today, it would go overwhelmingly against the Communists, be- 
cause of the economic misery which exists in the north. Of course it is 
very difficult to get free elections in any Communist area. 

Mr. Lannam. Of course it is the southern part of the country that 
the Communists have their eyes on—the Rice Bowl—is it not? Is not 
that what they are after, really, in the whole of Indochina? 

Secretary Duties. Yes, I suspect they have their eyes on more than 
that—Malaya and Indonesia. I think their ambitions are quite un- 
disguised. 

The Rice Bow] situation is not as significant as it was a few years ago 
when there was a general shortage of rice. At the present time the 
cycle has changed and there is a considerable surplus of rice and to- 
day Burma and Thailand are finding it difficult to market their rice 
and to some extent they are in competition with the large surplus of 
rice which we have and which we are trying to sell in that area. So 
that the value of southern Vietnam as a source of rice alone is not as 
great. 

(Discussion off the record.) 


AID TO INDIA 


Mr. Lannam. Mr. Secretary, passing on to the request for aid this 
year, I suppose a portion of it is to go to India? 

Secretary Duties. There is an amount for India, yes. I forget the 
precise figure. 

Mr. Lannam. Now I am concerned and have been for several years 
about what we give to these countries that they do not ask us for and 
that we, in a sense, force upon them. It appears sometimes they are 
almost unwilling to take it and India has had that attitude on the sur- 
face. I wonder now if they want our aid? 
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Secretary Dunues. Yes, I think they want it and I certainly would 
agree if they do not want it that they should not get it. But I am 
quite sure they do want it. 

Mr. Lanuam. I am speaking of the officials; not the people. 

Secretary Duties. The reason for our giving aid to India and some 
of those other countries is not primarily because we want to do favors 
for them. We do not give any aid unless we figure out that it will 
in some way serve the best interests of the United States. We do 
believe the aid to India, to the degree contemplated here, will serve 
the best interests of the United States for the reason that India is the 
big population area which is not under Communist control. Next to 
China on the mainland, it is the biggest population block—about 350 
million people. 

Mr. Lanuam. Do you think that is true that they are reluctant to 
take it? 

Secretary Duiies. No. I merely said that we give it primarily 
where we think it is in the interests of the United States to help do 
something. 

Mr. Lanuam. I am asking if it is in the interests of the United 
States if they are reluctant to take it. 

Secretary Duuxes. In general I would doubt whether it would ever 
be in the interests of the United States to press aid on a country that 
is reluctant to receive it. But it is important in India to do the thing 
1 referred to before, namely, to help it to develop some increased and 
improved capital plant. 

India is not Communist; Nehru’s domestic policies are strongly 
anti-Communist. He has conducted very bitter fights against the 
Communists internally. We do not agree with all of his external 
policies. 

(Discussion off the record. ) 

Secretary Dutres. At thé same time, it is extremely important that 
this great block of 350 million people there not be taken over by com- 
munism and if you have a government which is fighting communism 
at home in terms of those 350 million people, that is worth consider- 
able to the free world in general; even though, in its international 
policies, it tends to be sympathetic to Soviet communism. In the 
domestic field, it is extremely important that we uphold the hand, I 
think, of a government which, as I say, is an and effectively 
anti-Communist. 

Mr. Lannam. Thank you. 


IMPORTANCE OF MUTUAL SECURITY PROGRAM 


Mr. Narcuer. Mr. Secretary, what would happen if the mutual 
security program were completely abandoned ? 

Secretary Duties. That, in my opinion, would be a tremendous dis- 
aster. In my opinion it would set us back to where we were 8 or 10 
years ago. Indeed, it is very difficult for me to estimate the result. 
It would be very, very grave, and I think would give a totally new 
and unexpected lease of life to the Soviet, and they would then be rid- 
ing the wave of the future very definitely, in my opinion, whereas we 
are now, the way it stands. 
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KNOWLEDGE BY FOREIGN INDIVIDUALS OF UNITED STATES AID PROGRAM 


Mr. Natcuer. The people in the United States, of course, know the 
amount that we appropriate each year for mutual security and foreign 
aid, because you and I know this money comes from the people through 
taxation. But do the people we aid and assist throughout the world 
generally know that we are assisting them ? 

Secretary Dutuxs. I think they generally know. I do not think 
they fully appreciate it—certainly not the rank and file of the people. 
But the important thing from our standpoint, I think, is not neces- 
sarily that we are winning their gratitude, but we do bring about in 
this way the results in the case of other countries which fit into our 
total overall policy of supporting the freedom and independence of 
the non-Communist nations. 

I spoke of the fact that the Soviet Union, in my opinion, is over- 
extended at the present time, particularly in its economic commit- 
ments. This mutual security appropriation amounts to a great deal 
of money every year; there is no doubt about that; but the thing which 
in my opinion has disturbed the Soviet Union is to see that we can do 
this and we can still maintain a very high degree of prosperity—in- 
deed, mounting prosperity. They are only able to do it as they do it 
at the expense of the livelihood of their people; the denial to them of 
things which we regard as elemental for everybody. They have been 
constantly hoping and expecting our economy was going to collapse 
in some way, due to what they regard as the inherent defects in the 
capitalistic system, or due to overexpenditures, and the like. On the 
contrary, it has been their system that is on the point of collapsing 
and our system is going along strong and vigorous, and able to main- 
tain that contrast between the two—our society strong and vigorous, 
able to do this kind of thing, and constantly the people of the free, 
world becoming stronger, whereas they are overexpanded, unable to 
meet their commitments, even if they meant to meet them. They are 
the things they are unable to cope with. 

Mr. Narcuer. Is it not true in a great number of countries that we 
are assisting at the present time only the leaders in those countries know 
we are expending great sums of money in those countries; that their 
newspapers, the means of communication, absolutely ignore what is 
being done and will not tell the people in those countries? Is that 
true ¢ 

Secretary Duties. I think it is true that the people who depend 
primarily upon the newspapers and the like do not get any adequate 
picture of the degree to which we are helping them. That is true in 
some of the countries. In other countries I think it is pretty well 
understood. 

There have been certain periods when the people of Greece, Turkey, 
and so forth, have had a very keen appreciation of what we were 
doing; perhaps there have been times when some of the Western 
European people understood it. But I would measure the success 
and justification of the program not in terms of the thermometer which 
measured the warmth of the gratitude of the people, because I do not 
think you get much gratitude in giving money away. That is not the 
measure of worth between two things; it is actually in what the coun- 
tries do and have. 
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You have in Europe, for example, a good fighting organization rep- 
resented by NATO and the divisions that exist in Turkey, Greece, and 
Western Europe. You will soon be adding to that, we hope, through 
the presence of German divisions which will greatly strengthen the 
forces of NATO in its forward strategy. Those are things that happen 
that we get. And whether or not the people are thankful to us for 
being much better, what we get is in these forward positions—a will to 
fight and an ability to fight and defend freedom. That is the thing we 
want; that is the thing we get. Whether it comes with gratitude or not 
is relatively of secondary importance. 

Mr. Natcuer. Let us go back to the major premise that it is hard 
to buy friends. 

Secretary Duties. That is correct. 

Mr. Natcuer. Now some of the commitments that have taken place 
throughout the world in countries where we have expended large sums 
of money are quite surprising to the people in this country. The atti- 
tude generally of the people in those countries surpises me, and I 
think it is due to the fact the leaders are not notifying their people 
as to what help they are receiving from us. 


VALUE OF MUTUAL SECURITY PROGRAM TO UNITED STATES ECONOMY 


One of the difficulties of explaining this program sometimes is the 
fact that a lot of people in the United States believe if a billion dollars 
is appropriated, that billion dollars literally leaves the country. As- 
suming, Mr. Secretary, that a billion dollars was appropriated for 
mutual security, what proportionate part of that money remains in 
the United States and what proportionate part is received by citizens 
of the United States ? 

Secretary Duties. Every dollar of that billion dollars is directly 
and immediately, or indirectly, spent in the United States—every 
dollar. ‘The industries of the United States and the people who work 
in the United States in those industries are profiting very greatly by 
this; because, as I say, the dollars are spent here. Approximately 
three-quarters of the sum is immediately spent here; the other quarter 
is spent abroad, but the people who get the dollars for that purpose in 
turn give them to other people who spend them in the United States. 
The only place where dollars are expended at all, really, is in the 
United States. By and large, when we appropriate dollars for for- 
eigners, they have to spend it in the United States. The only exception 
to that would be if they buy gold from the United States, or if they 
buy Government securities, in which case it stays in the United States 
in a different form. 

I think you can say generally speaking that all of this money is spent 
in the United States. 

Mr, NatcHer. Thank you, Mr. Secretary. 


TERMINATION OF MUTUAL SECURITY PROGRAM 


Mr. Denton. Mr. Secretary, this plan was set up originally as a 
5-year plan and has extended for a considerable period beyond that. 
Now do you see any indication that the people who have been benefited 
by this program have reached the point where they won’t need to 
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depend on it any more, and can you see the time when this program 
will come to an end, or taper off ? { 

Secretary Duxxes. It has been tapered off quite considerably as 
regards Europe and there is virtually nothing in the present program 
for Europe for economic purposes. An exception, and this is a rela- 
tively small appropriation, is for the city of Berlin, which is a kind of 
a forward position. The United States and the other western Powers 
still maintatin some political authority and it is important to help 
support the Berlin economy. Aside from that amount, I think some- 
where around $21 million, there is virtually nothing for the economy 
of Europe. In other words, Europe has now picked up to the point 
where it can support its own economy, excluding from Europe, Greece 
and Turkey, where there has to be considerable defense support. 

I am reminded that there is some economic assistance to Spain and 
Yugoslavia. But in the main we have seen the developments, as a re- 
sult of past programs, which have allowed economic aid to be cut off in 
certain areas, where a few years ago it was being given in very con- 
siderable amounts. 

As far as the Asian end of the thing is concerned, I would frankly 
expect that to go on for some little time. I would hope there would 
be international developments that would permit the cutting of this 
program down; but, in all frankness, I would have to say to your com- 
mittee that I think we must go very slow about doing that. 

This mutual security program is greatly helping us to win this 
battle for peace and freedom in the world and I would not stop on this 
kind of a program until we are more sure, than we can be merely by the 
Soviet’s words, that we have something to depend on. 

Mr. Denton. I would take it, then, that you do not see any end in 
sight so far as military aid and economic aid to Asia? 

Secretary Duties. Not any date that I can define. 

Mr. Denton. I understand that the program has not been so much 
help to the poorer classes of people who have been more subject to 
communism than anyone else, that they are paying the heavy taxes in 
those countries. Can you say anything about that ? 

Secretary Dunes. I think it is correct that in many of the countries 
that we help, perhaps most of them, the taxation system does not con- 
form to our standards of social justice. The hard reality is that there 
are very few countries that are able to maintain a direct income tax 
on a fair and full basis, and that taxation is very largely on an indirect 
basis, sales taxes and the like, which do bear more heavily relatively 
on the poor people than upon the richer people. That has been the 
case for a long, long time and I am afraid it will be the case for years 
to come. We exert any influence that is proper to encourage what we 
think are sounder methods of taxation, but I do not think the inter- 
national situation permits us to condition aid which is important for 


purposes of our own security upon the improvement of the tax situ- 
ation in these countries. 


OFFSHORE PROCUREMENT POLICY 


Mr. Denton. Do we do anything to see that the money is going to 
people more subject to communism than the people who are well to do? 
Secretary Duttes. Wetry. In relation to such matters as offshore 
procurement, let us say, we have been experimenting in certain coun- 
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tries in insisting that contracts should not be placed with companies 
which are dominated by Communist labor unions, and we have tried 
to encourage the prosperity and well-being of companies that operate 
with free labor rather than Communist-controlled labor. 


VALUE OF MUTUAL-SECURITY PROGRAM 


Mr. Denton. I have heard the statement made that mutual security 
was largely like foreign WPA, and I have heard it said that we give 
money to these foreign countries to build roads and dams and hydro- 
plants, and we do not have that money for ourselves. I have heard 
that said many times. Can you say anything about that ? 

Secretary Duties. Well, as I said earlier, the actual dollars that 
we appropriate for that purpose are spent in the United States and 
go to produce wages and employment in the United States. It is, of 
course, true that you might say that the counterpart funds are a 
burden on our taxpayers and they do produce economic results in the 
way of dams, powerplants, and so forth, in other countries. But you 
cannot with the same amount of money produce both a dam in a 
foreign country and a dam in the United States. We produce the dam 
in the foreign country, not because we love the foreigners more than 
we love the people in our own country, but because this foreign coun- 
try, with the dam, will be able and willing to contribute to our com- 
mon security. That is important for the interests of the United States. 

You can, for example, through the military-aid and defense-sup- 
port appropriations, find more troops and have them in more strategic 
locations than if the same amount of money was spent in the United 
States. 

Mr. Denton. I was not speaking too much about troops, but this 
morning we spoke about building dams and other things in another 
bill. I hear people say, if they can build this dam in a foreign coun- 
try, why cannot they build it in any given State in this country, for 
example. 

Secretary Dutxes. Those countries maintain armed forces greater 
than their economy can support. You take a certain number of people 
off of the farms, let us say, so instead of producing for themselves and 
for their families, they do not produce anything and their families 
or somebody else has to produce for them. How do you cope with that 
situation? The only way you can cope with it is by providing that 
country with some economic aid. It may be in the form of a dam that 
irrigates the land so that fewer people can produce enough food to 
take care of the civilians and the military. 

You have to deal with the economic problem that is created when 
you subtract from the economy of the country what would otherwise 
be its manpower for productive purposes. We would rather have the 
dam in this country, iad if the es is necessary in a foreign country 
so as to enable that country to support a certain number of divisions 
which our military people tell us we need in that country, that is the 
contribution we make to a situation that does inure to the benefit of 
the United States. 

Mr. Denon. Thank you. 

Mr. Gary. Is it not true, Mr. Secretary, that most of those dams are 
built with counterpart funds? 
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Secretary Duties. Yes, and the dollars, as I said earlier, are actually 


‘spent in this country. 


Mr. Passman. Thank you, Mr. Secretary, for the information you 
have given us. 
Secretary Duties. Thank you very much. 


Tuespay, JUNE 14, 1955. 


STATEMENT OF Director oF ForeIGN OprerATIONS ADMINISTRATION 


WITNESSES 


HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN OPERATIONS AD- 
MINISTRATION 
NORMAN PAUL, DEPUTY DIRECTOR 


JOHN E. MURPHY, COMPTROLLER 


Mr. Passman. The committee will come to order. 

We are pleased to have with us the Honorable Harold E. Stassen, 
Director, Foreign Operations Administration, who is accompanied by 
several of his assistants. 

Governor Stassen, the committee would be glad to hear from you 
at this time. 

Mr. Strassen. Thank you, Mr. Chairman. 

I appreciate the opportunity of appearing before you and before 
the committee this morning. As you know, I appear in support of the 
President’s request for appropriations for fiscal year 1956 for the 
mutual security program. I appear, I feel, in support of an appropria- 
tion request to carry forward a program which has demonstrated that 
it is a successful program on behalf of the United States. - 


RESULTS OF MUTUAL SECURITY PROGRAM 


We have reached a stage where one can begin to seen in very definite 
and concrete form the cumulative success of the endeavor that our 
country has been undertaking in the world. By that I mean one can 
now begin to see the indications of some improvement in the world 
struggle and an improvement that is favorable to the United States. 


SOVIET WITHDRAWAL FROM AUSTRIA 


For the first time the Soviet Union is withdrawing the Red Army, 
in Austria. That withdrawal would not have occurred, I think it is 
quite clear, unless the kind of strength that has been established in 
Europe by the free world had occurred, unless the German and French 
accord had been reached with the Western European agreement. These 
steps have come about through the diplomatic leadership of the United 
States and through the substantial strength that has been built up 
through the mutual security program. 


NEAR EAST SITUATION 


The whole situation in Iran and in the Near East is much improved 
and now looks quite favorable to the use of that resource on the part 
of the free world. 
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Guatemala is no longer under Communist-dominated governmental 


direction. 
KOREA 


The war in Korea has closed with strength in the Republic of Korea 
Forces so that the United States Forces could be withdrawn. 

There are some new indications that the Soviet Government, at least, 
has indicated some new approaches toward conferring with the free 
world. There is some indication, as the President has put it, of an 
upswing of prospects for peace. 


STRENGTH OF U. 8S. ECONOMY 


At the same time the United States economy is showing great 
strength. Today there are more workers employed in the United 
States than ever before in our history. We had an alltime high record 
of employment for the month of June. We also have a very favorable 
profit situation in business. We have in our own economy ample raw 
materials and good prospects for continued production and a generally 
favorable situation. 

I do believe that the United States Government and this committee, 
with its participation through these years—the Congress and the exec- 
utive branch on a bipartisan basis are justified in concluding that their 
sustained policy through the years of this unusual program of mutual 
security and its predecessors is beginning to bear some definite fruit 
in both a security and an economic sense for the people of the United 
States. 

It is with this background which is expressed also in the President’s 
message that I present to you this morning the specific material on the 
President’s request for fiscal year 1956. 

With your permission, Mr. Chairman, being willing to be asked 
questions at any time, I might first run through somewhat of a sum- 
mary of the situation, if you wish. You may bring up questions during 
that and also at the close of it, as you see fit. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassmMan. You may proceed. 

Mr. Srassen. In accordance with the procedure that this committee 
has requested in the past, we have prepared the books that give the 
summaries and then give the country-by-country and region-by-region 
information, all indexed. 

I might first refer to the small book, the summary book. You will 
notice first there is the index or table of contents, and then you find 
section I beginning, “Summary Data.” Under that is “Authorization 
and Appropriation Request.” 

In section I, page 2 we give the familiar overall table of what the 
request is, relating it to the authorization bill by titles and by chapter. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


MUTUAL DEFENSE ASSISTANCE 


Mr. Strassen. We show the three titles. Let us take up first Title I: 
Mutual Defense Assistance, Chapter 1: Military Assistance. 
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In section 103 (a) (2) we show the general authorization. The 
administration requested $1,278 million in this category, which, as you 
recall, is the military hardware and training. The Senate, in S. 2090, 
approved that amount. So it stands here now as the executive branch 
appropriation request. 

INFRASTRUCTURE 


Then on infrastructure you will recall that was authorized last year 
and was not appropriated as it was not then needed. 

Mr. Wiceteswortn. To what page are you referring now ¢ 

Mr. Strassen. Section I, page 2, the first summary sheet. It is earlier 
in the book, under the tab that is called authorization and appropria- 
tion request. 

Mr. Wiacteswortu. I have it here. 

Mr. Srassen. Of course, as the chairman has indicated, the House 
has not yet acted on the authorization request. The hearings are draw- 
ing toward a close in the House Foreign Affairs Committee. 

Mr. Gary. The titles, chapters, and sections in the authorization 
bill as passed by the Senate are the same as appear in the law at the 
present time, are they not ? 

Mr. Strassen. That is right. I would not anticipate, Mr. Chairman, 
that there would be any changes in title numbers or chapter numbers 
or classification labels. Every indication in the House Foreign Affairs 
Committee is that the way we have classified the overall program, 
which really has been worked out with Congress, is satisfactory. In 
other words, this committee and the House Foreign Affairs Committee 
and the Senate committees have given views and we have tried to work 
out a method of the total program that would fit the congressional 
request. I believe that the title division and the classification division 
is pretty definite. 

Then you have the question of what the House authorization will 
be in dollars in relationship to it. 


AMERICAN REPUBLICS DEVELOPMENT ASSISTANCE 


I call your attention in this summary statement to a few things in 
particular. Half way down that first page under “Title Il: Develop- 
ment Assistance,” you will notice—and I think Congressman Wiggles- 
worth may be interested to notice—under “American Republics” under 
“Title IL: Development Assistance,” about two-thirds of the way 
down the page, you had an executive branch authorization request of 
$21 million, and the Senate raised that to $38 million. That was by : 
motion on the floor. That is the one item that is higher than the execu- 
tive branch authorization request. 

Mr. Wiceteswortnu. Off the record. 

( Discussion off the record. ) 


PALESTINE REFUGEES 


Mr. Strassen. Halfway down page 3 you will find the Palestine 
refugees in the Near East, where we requested an authorization of 
$65 million. The Senate approved an authorization of $65 million, 
but we are requesting an appropriation of $61 million because we have 
a balance that we can apply. So we are reducing that appropriation 
request. That item is $61,366,750. 
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The plus of the infrastructure, $122 million; the plus of Latin 
America of $17 million, being $21 million plus $17 million for $38 
million; and the minus on Palestine refugees from $65 million to $61.4 
million, which is $3.6 million less, reconciles out so that the appropria- 
tion request is $3,543 million. 


INFRASTRUCTURE 


Mr. Gary. I still do not understand the infrastructure item. You 
did not request it in the original request, but you are requesting it now. 
What is the reason for that / 

Mr. Strassen. It was authorized last year in a continuing authoriza- 
tion, but the money was not needed as an appropriation at that time. 
It is section 104 of the Mutual Security Act of 1954. 

Mr. Lannam. Mr. Chairman, it seems to me it might be well, for 
the benefit of the new members on the committee, to have an explana- 
tion of the meaning of infrastructure. 

Mr. Strassen. Yes. Infrastructure is all the airfields, facilities, 
ports, pipelines, radar facilities and things of that kind in NATO in 
Kurope which the group of countries have built together for a part 
of the European defensive system. The core of it really i is 120 airfields 
that are now available across Europe for the NATO Air Forces, in- 
cluding the United States, to use, and the kind of pipelines and support 
necessary for that. 

The costs of these infrastructure facilities are borne by the NATO 
countries as a whole, and the United States pays approximately 39 per- 
cent of the total costs, and the other nations each have a certain per- 
centage to pay. 

This program is now in its fourth year and is fairly well advanced 
in construction. 

Mr. Gary. Did we appropriate the $122 million last year ? 

Mr. Strassen. No; you did not. We took it in yearly slices on the 
total construction program. Last year you appropriated $100 million 
for aslice. This year the request is $122 million. 

Mr. Gary. Why was that request not made in the original request ? 

Mr. Srassen. We did not need the authorization, because the 
authorization was a continuing authorization. 

Mr. Gary. One column in the table shows requests for authorizations 
and the other requests for appropriations? 

Mr. Strassen. That is right. 

Mr. Gary. I see. 

Mr. Strassen. The left-hand column is the authorization. 

Mr. Taper. Y ou mean the authorization that was adopted last year 
for infrastructure is a continuing authorization, rather than limited to 
the year? 

Mr. eaews This is what it says, reading from section 104 of last 
year’s bi 


There is hereby authorized to be appropriated to the President for such 
purpose— 


being infrastructure— 


in installments prior to June 30, 1958, not to exceed $321 million to remain avail- 
able until expended. Such contributions by the United States shall not exceed 
its proportionate share, as heretofore agreed upon, of the expenses of such 
program. 
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So in effect the Foreign Affairs Committee and the Foreign Rela- 
tions Committee said, “As a matter of foreign policy we will approve 
doing this infrastructure job, and we will authorize it all at once all 
the way up to 1958, and then leave it for the appropriations to be 
made as they are needed.” That is the explanation of that. 

So that is the reconciliation of these different columns on pages 1 
and 3. 

PRESIDENTIAL FUNDS 


Mr. Passman. Governor Stassen, I notice two items: The special 
Presidential fund and the President’s fund for Asian economic devel- 
opment. You have two items here known as the Presidential fund; 
would that be correct ? 


SPECIAL PRESIDENTIAL FUND 


Mr. Srassen. Yes. The one is the familiar worldwide contingent 
fund under which the President can meet an emergency or unusual 
situation anywhere in the world of either a military or an economic 
or other type of matter. That is the $100 million item which you find 
as the first item on page I-3, section 401 (b). 

In this year we are requesting that there be an appropriation to 
back up that special Presidential power. The power has always been 
there up to $150 million. You can use not more than $20 million in 
any one country. It is the power under which the emergency in Iran 
was met when the government was thrown over. It covered the emer- 
gency in Guatemala and that East German food-package program, 
when we moved in on the workers’ strikes, that had such a tremendous 
effect in Germany. It is an emergency measure under which the 
President anywhere in the world can move in any way. 


PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


The President’s Fund for Asian Economic Development is for the 
specific carrying on of the United States objectives in an area I will 
discuss a little later with the charts, called the are of free Asia, which 
is the place the Communists are making their greatest offensive at the 
present time. This would be a fund to assist in the development in 
this Asian area with considerable discretion in the President; but at 
least half of it is to be used in loans. That is provided in the author- 
ization bill, and not more than 25 percent of it for any one country, 
and it must serve the United States objectives and affect more than 
one Asian country. 

Really this is the fund where the opportunity for Japan to trade 
and earn a living in the rest of Asia without on the one hand either 
flooding her goods in on the United States or on the other hand trad- 
ing extensively with Communist areas is involved, and also the way 
in which southeast Asia and south Asia would have a favorable 
economic development without being subjected to the increasing Com- 
munist pressures. 

I will go into that more fully. 

Mr. PassMAn. Governor, the funds are similar, other than 1 is for 
Europe and 1 is for Asia? 
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Mr. Strassen. One is worldwide. 

Mr. PasserMAN. One is worldwide. 

Mr. Srassen. They are somewhat comparable. Let me put it this 
way: In this bill we have these 2 funds, the $100 million fund and 
the $200 million fund. You may remember that last year we had a 
$700 million fund in the Southeast Asia Presidential Discretion Fund, 
and we had $150 million, also, 

So I would put it this way: This bill has less funds in it for 
Presidential discretion, but it has very broad discretion within its 
limits, Last year we had $700 million and $150 million, or $850 mil- 
lion, in the 2 special Presidential provisions. This year we have $100 
million and $200 million, or $300 million, but we do provide that the 
$100 million can be used anywhere in the world on a Presidential 
determination. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Passman. Governor Stassen, you mentioned, with regard to 
this President’s Fund for Asian Economic Development, that one- 
half of it is on a loan basis ? 

Mr. Strassen. Not less than one-half shall be on a loan basis. 


LOAN PROVISIONS FOR DEVELOPMENT ASSISTANCE 


Mr. PassmaAn. Are there any other items in this bill that shall be 
ona loan basis rather than on a grant-in-aid basis? 

Mr. Strassen. Yes. The authorizing bill says we shall put the maxi- 
mum we can on a loan basis. We anticipate that a considerable part 
of title II1, Development Assistance, will also be on a loan basis. 
That is half way down on page 2. 

Mr. Passman. What would the total amount be on a loan basis for 
thee entire program, Governor ? 

Mr. SrassEn. It is difficult to predict exactly. We will put as much 
of it on as we can. I would say over $200 million, and it might be 
considerably over $200 million. 

Mr. Passman. In the total bill of $314 billion ? 

Mr. SrassMAan. Yes. We do not anticipate there will be much in 
loans on the military hardware. The loans come out of the economic 
side. 

Mr. Passman. Governor, would it be feasible to put more of this 
program on a loan basis, rather than a gift or grant basis? 

Mr. Strassen. Yes, and that is the way we are moving. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


APPROPRIATIONS AND OBLIGATIONS IN FISCAL YEAR 1955 


Mr. Passman. Governor Stassen, what was the total amount of 
new cash appropriated for fiscal year 1955? 

Mr. Strassen. The new cash appropriated for fiscal year 1955 was 
$2,781,500,000. 

Mr. Passman. How much of the unobligated balance against prior 
appropriations was continued available for fiscal year 1955 ? 

Mr. Srassen. $2,480,600,000. So the combined total last year was 
$5,451,700,000. 
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Mr. Taper. The total adds up to 262. 

Mr. Strassen. Yes, 261; you are right. 

Mr. Taper. 262.1. That is what it adds up to. 

Mr. Passman. Then the total figure of unobligated and continuing 
funds for 1955 amounted to $5,262 100, 000 ? 

Mr. Srassen. You have another item I failed to mention which 
accounts for it. That is the amount authorized for direct forces sup- 
port in Korea in the Department of Army nonmutual security fowds, 
which is in the amount of $189,600,000 and taken into consideration for 
comparative purposes only. So these 3 together are the figure that I 
gave you of $5,451,700,000. 

I might say that Mr. Taber is entirely correct. that this committee 
must have this table on obligations and expenditures by appropriation, 
and we have been working very intensively with the Department of 
Defense in pulling together the most up-to-date data possible, and 
that will be out of the printers by tomorrow and you will have those 
sheets to put in this book by tomorrow. 


UNOBLIGATED FUNDS 


Mr. Passman. Governor Stassen, could you tell us the amount of 
unobligated funds as of January 31, 1955? 

Mr. Stassen. I think we can give it to you later than that. 

Mr. Passman. I want to get it by month. I want January 31, Feb- 
ruary 28, March 31, and April 30. 

Mr. Strassen. We can furnish that by months. 

(The following information was supplied for the record :) 


Unobligated mutual security funds 


(In millions of dollars) 


OMI ON II sic satis cn tintin tani evant eniadae eal tte et aaa nen See $6, 225. 4 
Pemewnre Ge. tere. eee Ea ck wetted 6, 372.9 
Were iis F0Gk ea ei se Bl. 1. ti ee 6, 260.9 
Ati Oe,. “WOGRe cs 5 caida 6 b-side tonne ee ee eeeeta 5, 634. 7 


On the nonmilitary side—the economic and technical and defense 
support part of the total program—on April 30 the unobligated bal- 
ance was $351,700,000. 

Mr. Taper. On April 30 it was what? 

Mr. Strassen. $351,700,000. 

Mr. Taser. On the nonmilitary side ? 

Mr. Strassen. That is right. 

Mr. Forp. Would that be everything except title I? 

Mr. Strassen. That would be everything except MDAP; that is 
right. Everything except the funds that we turn over to the Depart- 
ment of Defense for implementation. 

Mr. Forp. That would be everything except title I? 

Mr. Srassen. Title I, chapter 1. 

Mr. Wiccieswortu. Military assistance ? 

Mr. Stassen. That is right. 

Mr. PassMan. Do you have it for title I, chapter 1? 

Mr. Stassen. Those are the figures we are getting from the Depart- 
ment of Defense. We will have them during the day, I believe. ‘They 
will be printed for you tomorrow. 

Mr. Passman. Governor Stassen, from information furnished to 
this committee it appears that as of March 31, 1955, the total unobli- 
gated funds for the mutual security program were $6,522,252,904. 
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Mr. Srassen. I think that would be approximately correct. It 
would be nearly all military. There is a question under your new pro- 
visions of law of the manner in which the military obligates or reserves 
its funds. ails 

Mr. Passman. Of course that would exceed the total appropriation 
and carryover for fiscal year 1955 by a billion dollars. 

Mr. Srassen. That is right. 


EXPLANATION OF DIFFERENCE BETWEEN APPROPRIATIONS AND UNOBLIGATED FUNDS 
FOR 1955 


Mr. Passman. Because you had available under the carryover and 
new appropriation, using round figures, $5,262 million to start the new 
fiscal year, and after having operated for 9 months you have unobli- 
gated $6,522 million. 

Mr. Strassen. That is right. 

Mr. Passman. That is somewhat confusing, so 1 wonder if you 
would clear that up for the committee. 

Mr. Srassen. Surely. What is happening is that in the Depart- 
ment of Defense they are bringing the records around to the form that 
this committee has directed that they be brought into. In other 
words, where you have the real hard obligations directly for this pro- 
gram reflected on the one hand, and where you have shown as reserva- 
tions for this program out of the United States military services on 
the other hand. At the same time it is to correct the situation that 
arose from the diversions for the Korean war. When the Korean war 
came up, as some of the members of the committee may recall, 4 or 5 
years ago, there were no funds available really to fight the Korean 
war; to use the planes ‘and guns and tanks to fight it. The United 
States was on one side of its low ebbs of preparation and of strength. 
Therefore, as the United States moved to fight the Korean war they 
borrowed equipment—many planes, tanks, and guns—from the MDAP 
program. At that time they were noted as equipment loaned to the 
services to fight the Korean war, and they were kept as a loan item. 

With the GAO review that this committee requested, the GAO said: 
“This is not sound, to keep it as an item of the military services owing 
the planes and tanks and guns. They ought to be charged off. They 
ought to be given a dollar value and charged off. Furthermore, that 
process would be to the advantage of the United States services, be- 
cause if they were going to pay back in planes and tanks and guns 
those planes and tanks and guns would cost a lot more now to build 
than they did originally when they were built before the Korean 
war.” 

During this year they have been charging off those old advances of 
equipment of the Korean war,.and this year you have a very low mili- 
tary obligation and expenditure figure because you are cleaning up 
those Korean transactions and straightening out the total situation in 
the right way. 

When you end this year you will have about $1.2 billion less of 
unexpended funds than you had when you began the year. We are 
on a descending scale of unexpended funds, but we are getting these 
records straightened around. This almost entirely affects the military 
side of the program, and you will undoubtedly want to go into it 
further with the military witnesses. 

Mr. Passman. Governor, I am still slightly confused. If you had 
available and unobligated on March 31, $6,522 million then you are 
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coming in on April 30, 30 days later, with unobligated funds of less 
than $1 billion. 
“RESERVATIONS” OF FUNDS 


Mr. Srassen. Yes, because section 110 of the Appropriation Act 
provides a procedure called reservations, and that is not included in 
your obligating figure, so where you reserve United States military 
equipment for these overseas purposes, it does not show up in the obli- 
gation total. Under the procedure that the committee set up, it should 
not show up. 

Mr. Passman. Until it has been transferred over to the program? 

Mr. Srassen. That is correct. 

My. Taser. It would not appear as an obligation until it was 
obligated. 

r. PassMan. Until it was actually delivered to them ? 

Mr. Taser. Until the contract was actually made. 

Mr. Srassen. And when it is definitely earmarked for shipment 
within a short period of time, I think 60 days. 

You see, section 110 of the 1955 appropriation act is the section that 
put into the law the provision this committee has been insisting on, and 
that is if it is an obligation it must meet the regular obligational 
standards and if it is a reservation of United States equipment to be 
used by foreign countries in the future, it is to be so labeled, and the 
figures you gave did not give the reservation items. The reservation 
items are very large. I will go into that. 

Section 110 reads in part this way: 

Provided, That reports of the items to be delivered against funds reserved as 
provided herein shall be furnished quarterly by the Secretary of Defense to the 


Committee on Appropriations of the Senate and House of Representatives to 
make a detailed report. 


It also says: 


Unobligated amounts of such allocations equal to the value of orders placed 
with the military departments against such allocations during the current fiscal 
year shall be reserved and shall remain available until June 30, 1957, for making 
such reimbursements. 

I think I should go directly into how this is done and how it 
operates. You can go into more detail with the military witness. 

(Discussion off the record.) 

Mr. Stassen. What has been done is you have set up as United 
States obligations these intended deliveries of equipment. This com- 
mittee stated that these were not obligations in the ordinary sense and 
that we ought to set up and show it to the committee as what it was—a 
reservation of future United States military equipment that was 
going to go to these other countries, and when it went, the military 
budget would be refunded for the amount of these equipments going 
out, so this mutual security program funded and paid for the equip- 
ment, but it went through the United States military forces at that 
time. So that is the big item, as you can see. 

There are billions of dollars’ worth of United States military equip- 
ment that is intended in the next 3 and 4 years to be sent to these coun- 
tries around the world to strengthen them, and we need the appropria- 
tion to properly set up the reservation and fund for it. So we need 
the appropriation 3 and 4 years ahead. You always have this big 
carryover in order to do an efficient job. In setting it up, we will show 
you each year under your new law how much equipment is reserved 
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in that way on the one hand, and not a legal obligation, and how much 
is legally obligated. 

Mr. Passman. I believe you mentioned a moment ago when the mili- 
tary witnesses appear before this committee they will be in a position 
to discuss in detail the unobligated balances on the military end of the 
program. 

Inasmuch as you have given us a figure as to the unobligated non- 
military balances, I wonder if we may discuss very briefly that phase 
of the program. 

Mr. Strassen. Surely. 

Mr. Passman. In a program of this size obviously you are going to 
have certain contracts in controversy, and I wonder if the amount set 
up in the reservation column includes any amount for anticipated con- 
tracts that are in controvery, such as the Pakistan grain elevator con- 
tract. Is that obligation included in this figure, or is it separate and 
apart from this? 

Mr. Strassen. That obligation is included. In other words, in that 
case, the obligation was in the agreement with the Pakistan Govern- 
ment to help them up to $2 million to build elevators. Then, we had 
not made a contract to build the elevators because of the attempt to 
play favorites, as you know, that we found had occurred there. 
Therefore, we are now hiring a new engineering firm to write out new 
specifications of the way in which those elevators shall be built so that 
it is an obligation of the United States Government to the Government 
of Pakistan to help build the elevators, but no business firm has any 
contract to build them because we never made a contract. We held it 
up when those questions were raised. 

Mr. Passman. Governor, would similar items be carried as obli- 
gated, unexpended, or would they be taken out of the unobligated 
balance ? 

Mr. Srassen. It would depend upon whether the United States had 
a firm agreement with them in the regular GAO obligating method 
that should be carried out. In some instances, it is a contract with 
a manufacturer; in other instances, it is an agreement with the Gov- 
ernment, and in other instances it is an agreement to ship something 
like cotton, or wheat that we are in the process of having the United 
States Government supply and ship out but it is definitely on its way. 
Our obligations in the nonmilitary side are under the GAO standards 
and they regularly review our work, and we believe every obligation 
we have will stand that test. $351,700,000 is the unobligated balance 
as of April 30. 

Mr. Passman. For clarification, I do not believe I understand yet 
whether you consider that an obligation, and if it is being carried as 
an obligation, unexpended, or whether that, and similar projects, will 
be paid for out of this nonmilitary unobligated money. The com- 
mittee will no doubt be discussing that phase of the program. 

Mr. Strassen. It is an obligation unexpended. 

Mr. Passman. An obligation unexpended ? 

Mr. Strassen. Yes. It is all unexpended. There is not a dollar of 
it expended. It is obligated to the Pakistan Government. 

Mr. Passman. Do you have similar contracts, such as the Pakistan 
contract, that would be carried as obligated unexpended ? 

Mr. Srassen. Yes. For example, in Vietnam we are endeavoring, 
and I believe with increasing success, to establish an independent 
sovereign government that will stand against communism. We have 
agreed with that government under the authorization and appropri- 
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ation of the Congress that we will help them get on their feet and 
handle all of these refugees, so there is a document that establishes 
the agreement of what the United States will do with the Govern- 
ment of Vietnam, and that under the GAO rules is a legal obligation, 
and we carry that as an obligation in this program. A lot of the 
money is unexpended but it is obligated. 

Mr. Passman. How could an obligation be carried at a fixed amount 
when it has not been determined whether the contract will be $2 mil- 
lion or $1.5 million? I want to know whether or not the amount that 
you carry as obligated will exceed the amount you are carrying as 
an obligation, or whether it will be less, because if there has been no 
contracts and specifications drawn, and if you have not asked for bids, 
it is impossible to go ahead and determine what the cost would be of 
a particular project, such as the Pakistan grain elevators. 

Mr. Srassen. When a contract is let to carry it out, or we will say 
in the case of the refugees, when you are through taking care of them, 
if it in fact has cost less, then it is just like any normal United States 
contract that comes up in any department. If it costs less to build a 
building than it was originally set up for, with its contingencies, the 
balance goes back into the general fund. 

Mr. PassMan. Would it not be better business procedure to wait 
until it has been established how much something is going to cost 
before it is obligated and carried as an obligation ? 

Mr. Srassen. No, because when you have a firm United States 
Government obligation to do it, then you carry it under the GAO rules 
as an obligation. 

Mr. Passman. I trust that I am not being misunderstood. I am 
going to have to know something about this program. What if we 
should find ourselves in military and nonmilitary items carrying a 
very large amount obligated unexpended, and we would discover later 
that the cost would exceed our estimates by 25 percent, or it may be 
25 percent less? It does not appear to me to be good business to be 
obligating funds when you do not know what the cost is going to be. 
Could it be just as well carried in the unobligated balance until it is 
determined what these projects are going to cost ? 

Mr. Srassen. No. I think everything that is a legal obligation un- 
der the GAO rules ought to be carried as a legal obligation, and under 
section 110 those items of military equipment that are reserved for 
foreign use, but are not an obligation of our Government, should be 
shown to the committee as a reservation. 

Mr. Passman. Then would it not be proper to say it is being set up 
as an estimate because it is impossible to determine what the cost is 
going to be until the contracts are awarded ? 

Mr. Strassen. I think it would be more nearly correct to say it is 
the amount of the United States obligation, so that if that obligation 
can be carried out for less money the United States will make a savings. 
The money amount always puts a ceiling on the United States’ obliga- 
tion, so if it cannot be carried out for that amount of money then the 
United States does not have an obligation to go through with it. 


VALUE OF MILITARY ASSISTANCE PROGRAM TO UNITED STATES ARMED 
‘ SERVICES 


_ Mr. Forp. Governor, the statement has been made today, and I think 
it was made several times for the last several years, that this program 
1s beneficial to the military forces of our own country. 
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(Discussion off the record.) 

Mr. Srassen. Mr. Chairman, the reason that you have less obligated 
funds than you had earlier is that the legal obligations were taken over 
by the United States Air Force, the United States Army, the United 
States Navy, and in place of those legal obligations this program had 
placed against it reservations of United States equipment. I think 
those reservations, the military will tell you, will be probably $2 billion 
before this year is over. And when this year ends, there will be funds 
that are neither obligated, nor reserved on the military side, probably 
will approximate $500 million. 

Mr. Forp. In the case of the Army, for the last several years they 
have had a program that would run in the range of about $2,600 mil- 
lion for the purchase of military hardware. That is new obligational 
authority which was used for the purpose of procuring the best equip- 
ment available. Some of it was for the purpose of building up their 
mobilization reserves. Now, how does this program that we have been 
discussing tie into that? I can see how it worked when we were in the 
beginning phase, and during the period of the Korean conflict, but how 
does it work currently ? 

Mr. Strassen. Well, the total amount of equipment needed overseas 
and for the United States forces is taken into account in the steps 
needed to keep our mobilization reserve and our production base. 
For instance, in tank production you will want a certain minimum 
turnover of a hot line, and you would take into account the tanks for 
the United States forces and then these tanks for other forces in calcu- 
lating out how much you keep your production base in shape. 

Now, it becomes, of course, a very complex matter, as you are aware, 
considering the whole free-world situation. But they do a very con- 
scientious and, I think, a very good job on the whole in trying to figure 
out how you have a defense-production base that is ready to be ex- 
panded if you need it. They have a mobilization reserve that is rea- 
sonably adequate as you can foresee what might be needed, and to 
have forces in combat readiness with the United States forces in the 
very top equipment shape, and our other friendly forces in as good 
equipment shape as they can be, taking into account all factors. 

I would emphasize again this is mighty good equipment. 

Mr. Forp. Take the tank situation. It is accepted policy, and I 
subscribe to it, that we are now cutting down our production line to 
the minimum so that we may have a continuing production line which 
can be rapidly expanded if we have an all-out conflict. That theory is 
in practice now rather than the one where you build up what you 
an: to be your maximum need and then close down your production 
ine. 

(Discussion off the record.) 

Mr. Forp. Could we have for the committee’s information the actual 
deliveries? We will take tanks that we have been discussing. I would 
like to have figures on tanks delivered to our allies of all types. I think 
the committee would be interested in having a concrete example of 
how this works. 

(The information requested was supplied to the committee.) 

Mr. Strassen. I believe the military can furnish that to you as a 
concrete example—what tanks have been delivered and how they have 
been financed in this program. It would be a tremendous job to do 
it on everything, but I think you could take a concrete example like 
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tanks and follow it through and show how it works. Of course, all 
this thing, as you can see, comes down to this basic question—why 
should there be so much unexpended money in the mutual security 
program? It is a question that has always been present. It is one 
that I clearly recognize. Just let me make this brief statement on it, 
if I may. 

There is no way you can prevent taking a long, long time to carry 
out the United States objectives in the world situation. 


BASIS FOR CARRYOVER OF UNEXPENDED FUNDS 


Let me give you two concrete examples. 

If the Joint Chiefs today were to say “For the security of the 
United States we ought to have some jet air squadrons up in Pakistan 
and we ought to train some of these Pakistanis to be jet pilots.” 

Pakistan is a country which has a good military tradition of fight- 
ing and being courageous. As a whole they are peasant boys who 
probably never even ran a lawnmower or a bicycle before they came in 
and joined the armed forces. 

These peasant boys come in and join the Pakistan Army. History 
has shown that up in those mountains they are a good tough crowd and 
nobody has walked over them very easily in history. 

All right. You decide with all those oil resources in the Near East 
and with the critical area of the Pakistan being up against the Soviet 
Union and the Khyber Pass, suppose the Joint Chiefs say as a mili- 
tary matter, “We want to get some jet air squadrons established in 
Pakistan to guard those airfields to meet any Soviet bombers that come 
over, and so forth.” 

It will probably take 5 years from the time the Joint Chiefs make 
that decision until you have excellent jet squadrons flown by Pakistani 
soldiers and airmen in being. 

We have taken the position in the executive branch that we should 
not say to Pakistan, “We will help you establish a jet air force of two 
wings” until Congress has made an appropriation out of which we 
know we could fund those airplanes. Until we have that appropriation 
we would not make a commitment to the Pakistan Government to 
establish the jet force. 

If you made the commitment to the Pakistanis they would start 
then recruiting boys, training them, setting up a training school, 
bringing some of the best over to the United States jet schools, grad- 
ually making pilots, mechanics, make a maintenance center school out 
of it and maybe 2 or 3 years from now they will be able to take the 
T-33’s as trainers, and then get into some combat jet planes, and 5 
years from now you would have these jet squadrons which would add 
to the United States security by its position versus the Soviet part 
of the world. 


Unless you start there is no way you can close in the time later on,. 


because it just takes that time to do it. 
Every ott for the next 4 years the money appropriated for jet 
wings in Pakistan would be unexpended money at the end of the year. 


That is the way these large unexpended balances carry on year after 
year. 


Cd teed Ged o 


— — Ss oP 








l 


oS “Ss 


FF 
° 


rt 





29 


COMPARISON OF UNITED STATES AND RUSSIAN EQUIPMENT 


Mr. Forp. Do you have any way of analyzing, Mr. Stassen, how 
much of this equipment which we provide is better than that of the 
Russian makes? Is the equpiment we are supplying superior, equal 
to, or inferior to the equipment which the Russians have ? 

Mr. Srassen. One of the best indications recently is what happened 
inthe Korean war. On the whole, the United States equipment showed 
up to be superior. 

You have to make qualifications as to whether it was used as effec- 
tively on one side as on the other. Much of the equipment with which 
the Korean war was fought is the kind of equipment which now goes 
to other allied mutual security forces. Our forces have equipment 
which is a little more advanced already since the Korean war. We 
have something a little more modern and a little better than what we 
fought with in the Korean war, but the equipment we fought the 
Korean war with is awfully good combat material and I think will 
compare well with what the Soviet has itself or would furnish to any 
forces which likely would tangle with our allies. 


“RESERVATIONS” OF FUNDS 


Mr. Hanp. I like your example of Pakistan. It presents the picture 
rather clearly. I am anxious for you to go one step further and state 
just what you do consider that fund. Of course it is unexpended and 
perhaps will be for 3, 4, or 5 years at least in total. Is it reserved, do 
you call it obligated, or how do you treat it? 

Mr. Strassen. It used to be called “obligated.” This committee cor- 
rectly said that under the GAO standards this is not obligated in that 
way, and therefore it has this new qualification. It is called a reserve 
fund against the United States military. 

Mr. Hanp. At what point is it reserved—when you create the pro- 
gram or create the thinking in your own Department or when we 
have a definite agreement with the Pakistan Government ? 

Mr. Strassen. It is reserved when the Secretary of Defense tells the 
United States Air Force “You must reserve a certain amount of equip- 
ment to be ready for delivery at the time it is needed for this Pakistan 
Air Force.” 

Mr. Hanp. With or without a binding agreement with the Pakistan 
Government ? 

Mr. Stassen. He only does that when you have an agreement with 
the Pakistan Government that they will do the things they need to 
do to establish a jet air force, but you do not have a legal agreement 
for the commitment of funds in normal GAO obligational procedure 
for those planes. 

Mr. Hanp. If you did, that would be an obligated fund. 

Mr. PassMAn. Off the record. 

(Discussion held off the record.) 


REQUEST FOR ADDITIONAL INFORMATION 


_ Mr. Passman. Governor Stassen, the committee feels that before 
it can proceed with the hearings that it should have the following 
information : 

A complete breakdown by program, project and classification. 
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Funds available for fiscal year 1955, new money, carryover, and the 
total available. 

Obligations, the latest date, something that is firm, the unobligated 
balances in one column, the unexpended balances in another column, 
the reservations separated from the obligated in another column. 

Expenditures, latest date, and the total unexpended balances. 

We are willing to suspend hearings until those figures are firm, 
something the committee can feel this is a program 
Mr. Tazer. We would like to have that information by program. 

Mr. Passman. I mentioned at the beginning we would like them by 
program, project and classification. 

Mr. Tazer. That is right. 

Mr. Passman. But we will need, if it can be arranged where you 
can give us three columns, one showing the unexpended balances, the 
reservations, and the unobligated balances, then the totals. 

When we get that information as of the latest date, preferably 
April 30, then we can proceed. 

I think after your testimony today that we should suspend hearings 
until all of these figures have been firmed up and presented to the 
committee. 

Mr. Srassen. I believe these are the tables that are in the printers 
right now. I think they will furnish the kind of a breakdown that 
you ask, and, as you indicated when you wanted to hear General 
Gruenther, frankly you moved up a little faster on us than we ex- 
pected you to because we thought at least the Foreign Affairs Com- 
mittee would be reporting. 

So we speeded up to get these books printed, and this one, as you 
realize, is the most comprehensive and up-to-date table you just asked 
for. I believe we will have them back from the printer tomorrow 
morning. 

Mr. Passman. After you have concluded getting this material to- 
gether would you notify the committee ? 

Mr. Srassen. All right. 

Mr. Passman. Because we will want it firmed up according to the 
statement I made a moment ago, and if it is available tomorrow morn- 
ing, then of course we can schedule our hearings accordingly. 

r. Srassen. If it is agreeable to you I think I can give you some 
of the broader information that we are prepared to give you in the 
remaining time between now and recess. 

Mr. Passman. We would like you to do that. I notice you have 
your charts here and if you go into that phase of it and we will stay 
away from the money part of it until we get the information I just 
requested. 

Mr. Taper. Off the record. 

( Discussion held off the record.) 

(The following tables were submitted later :) 
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FOREIGN OPERATIONS ADMINISTRATION 


Defense support, status of available funds as of Apr. 30, 1955 


{In millions of dollars] 


| Funds 


to date 


Tonte. a ..-22. 


Europe.......... 


available 


15, 778. 
12, 029. 6 


559. 4 


3 


Belgium ____- 2 
Denmark -- _- 279.3 
France. __. 3, 118.6 
Iceland 34. 6 
Ireland 146. 2 
Italy___- 1, 662.7 
Netherlands 1, 080.3 
Norway __- 277.4 
Portugal. _- 49.8 
Spain -----.- 232. 2 
Sweden_. : 106. 8 
United Kingdom. 3, 716. 4 
Yugoslavia ; 332. 2 
Undistributed by country ! 433.9 
Near East and Africa 1, 319.3 
Greece. ...... i z 823. 1 
Beis Siete ye 137. 4 
Turmer.. .5........ es 358. 8 
Undistributed by country 
Asics So ces Dead 2, 429. 4 
South Asia........- 114.4 
Pakistan-_----.. 114.4 
Far East__... = 2, 315.0 
Formosa 635. 6 
IN oe at og re 435. 4 
Philippines 97.7 
Thailand___- ieee ee 60.0 
Cambodia, Laos, and Vietnam. 1, 036.3 
Japen...... 5 fala erslialet arta ei a 3 50.0 


and Yugoslavia. 
2 Exeludes contributions to UNKRA $19.0. 


| Unexpended 
balance 
30, 1955 


| 


; 4 


Apr 


1, 403. 
242. 


124. 
0. 
28. 
15. 
26. § 
104. 
16. 
42. ; 
46, 
1, 056. 
80. 
80. 6 
976. 5 


127. 


245 


30. 
42. 
500. 


28 


5 
3 


.8 


.6 
1 


oon 


— om oe 


= 


4 


bho 


DOR DOH 


Fise: 


1955 p 


Fiscal year 
1956-request 


il year 
rogram | 


1, 200, 5 1, 000.3 
142.8 70.0 
15.5 
85. 0 28. 0 
33.8 36.5 
8.5 5.5 
136. 0 102. 5 
26. 2 | 15.0 
65. 8 37.5 
44.0 50, 0 
2921.7 | 827.8 
66.9 63.0 
66.9 63.0 
854.8 764. 8 
103.6 | 62.0 
2 261.0 | 272. 0 
18.4 19.7 
34. 6 | 31.8 
437.2 379, 3 


1 Includes EPU $361.6, all expended prior to Apr. 30, 1955, and technical exchange for other than Spain 


> Section 550 sales program of which $40.0 sales proceeds to be used for MDAP offshore procurement. 


Note.—Amounts reflected under ‘“‘Total available to date’ and ‘‘unexpended balances Apr. 30, 1955’’ 


are taken from accounting records and insofar as possible reflect fiscal year 1956 functional definitions. 


It 


has not been possible, however, to make precise distribution of all available funds on the new functional 


basis in all instances. 
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Direct forces support, status of available funds as of Apr. 30, 195¢ 


{In millions of dollars] 


j 
| 
































Total | Unexpended | p;. =) ao : 
Region and country available balance aa won| oon oe 
todate | Apr. 30, 1955 | ‘9 Program | 1055 request 
Total __ 690.7 | 544.0 | 365.8 317.2 
Europe ----- ‘ee 222.8 E 151.7. on “44.3 mien 4.0 
France... ----..- aa aeceotal 85.0 85.0 | |. 
Netherlands-.._. , sepnnpmbcrnperen dh al 8.5 | .2 a 
United Kingdom. --- > 120.0 57.2 35.0 an 
(0, (ee 9.3 | .3 9.3 | 4.0 
Near East and Africa. .__.....__.- os caer” | ie og an o| el. 8 
MEE. x scien s Cone Aenean = ie 7.5 
NOY 5 << cnaateastbns | ! 5. 20.0 
Ricci: sis / 404. 4 333. 5 296. 5 285.7 
South Asia. oe, oo re eee 26. 0 
Pakistan : : i ; fe 20. 0 
Far East 4044) 383.5] 8S] 87 
Formosa. _- : 60.9 | 40. 1 31.0 | 37.0 
Korea - 28.9 | 24. 6 | 1218.5 180. 0 
Philippines - - - 3.5 3.5 | 3.5 2.3 
Thailand _ : : 7.3 7.3 | 7.3 8.2 
Cambodia, Laos, and Vietnam 303. 8 258.0 | 36.2 | 38. 2 


! Includes $189.6 nonmutual security program funds (Department of Defense appropriations) administered 


by the Department of the Army and not included in cumulative available column of this table 
Note.—Amounts reflected under *‘Total available to date’’ and “Unexpended balances A 


pr. 30, 1955"’ 


are taken from accounting records and insofar as possible reflect fiscal year 1956 functional definitions. It 
has not been possible however to make precise distribution of all available funds on the new functional 
basis in all instances. 
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Development assistance, status of available funds as of Apr. 30, 1954 


|In millions of dollars] 


Funds Unexpended | 

















aes oeie : ea Fisca] year | Fiscal year 

Region and country coh an a es | 1955 program | 1956 request 
’ FO | 

Pett iat acai dea wail 433.9 212. 6 180.0 | 182.0 

Near East and Africa = é a ae 92.8 94.1 73.0 
Ee Se ee eee 40.0 | 40.0 40.0 
lore@....4--- Sila caida ia iathaiin viata tie 212.7 29.1 40.0 
WT Be aire us eo cecs : 13.2 10.2 5.0 | 
DEE eld dain cs budeueteees view 11.7 10. 1 5.7 | 

(Fy ah epee ses amsee cates aaa 3.7 | 3.4 | S45... as 

Undistributed by country__.......-_-_----- ; 73. 0 

pile. te =. 133. 2 107.0 70.9} 71.0 
South Asia: 

Afghanistan _- ‘ ‘ ‘ Le satel . ES ere 

Ee Se ee ’ 129.8 105.7 | 69.3 70.0 

ME ce EB cc coin as ; 1.7 1.3 1.7 1.0 

Last I ee eereenee-eie—< neon’ : Oe Sl ae 38.0 

Racin iene iestiealiad oa 14.2 9.9 9.8 | 20. 6 

Es cite once ccaaw ity Aenea | 3.7 1.9 3.7 15.0 

i ins ceed eee bk nc addeninnieean 1.5 1.0 | 1.5 3.0 








Nore.—Amounts reflected under ‘“Total available to date’’ and ‘‘Unexpended balances April 30, 1955’’ 
are taken from accounting records and insofar as possible reflect fiscal year 1956 functional definitions. It 
has not been possible, however, to make precise distribution of all available funds on the new functional 
basis in all instances. Totals may not add due to rounding. 
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Technical cooperation, status of available funds as of Apr. 30, 1955° 


{In millions of dollars] 









































Funds Unexpended ne : st s 
Region and country available balance a ae ane aver 
to date Apr. 30, 1955 | *%8 Program | 1v06 request 
Total. ..._- SZ is 514.5 | 189.0 103.3 | 137.5 
_ - | — —— — SS | 
Near East and Africa _-- Sa 199.0 | 57.8 33.8 | 4.0 
Egypt__..-- oases oimane 19.9 | 13.4 3.4 4.0 
Ethiopia_ -.__- at aa 74 3.4 3.4 3.4 
RN entre . 7 10.8 i .4 1.5 
eet nan aa ; 67.5 11.3 | 8.5 | 10.0 
Iraq ---- Sa | 7.8 2.4 | Tr} 2.3 
Me outs cee ; : 19.9 | 3.4 1.4 | 2.0 
Jordan. : 12.2 2.3 | 2.2 2.8 
Lebanon. -- ce | 9.8 | 1.9 2.3 | 2.5 
Liberia__. : 5.7 | 1.6 | 1.9 | 1.8 
Libya _ | 6.0 11 1.6 | 20 
Saudi Arabia__. S28 | 3.3 1.2 | _ 
Turkey. ---- 6.9 4.2 | Ff 2.5 
Overseas territories __- : 14.5 6.7 2.4 4.0 
Regional projects -- te ; 6.3 4.2 1.7 2.2 
— — —_——_ — = -~-——— !--- ---{|———___--—- —_____ 
NN edie: dita tases tee eee 233.1 | 107.0 44.4 66.5 
NE citron ccsanene Geken< caked 186.3 75. 6 | 23. 1 27.0 
I i cocina Sanietaiaialadaca | 5.1 | 2.1 1.9 2.0 
a alee ele 143. 0 54.5 15, 2 15.0 
I Ss het caine ere 2.2 1,2 8 | 1.0 
I a te ea ee a 36.0 17.8 | 5.2 9.0 
BN ctisctstsacsincaiicins es nay a atnlineaehceal 46.8 31.4 21.3 39.5 
— peemesons - | es — ome 
CD TIO accra creien ss caiman 7.9 4.2 3.1 3.0 
NR ii Seen nseabnncdcanceouns 20.6 15.2 5.7 8.0) 
ee TE EEE IT, ee a) 4 .5 1.0 
RNR hires Saeg A caen eich saat neccededaine wtehaa mn ecient sliasil i ajdtiinic ab stains aol nelwiaen wae ey aig 8.0 
Philippines. __.__- gag ae ee a ae 7.3 ’ ae 7.31 6.5 
I Sos cis ianieiitee Cig Soh edd as ana aa 10.5 5.8 4.7 5.5 
COUN, Een, Oe Vette oo nn isch nck cc cece he cecekensnaces ae a 
RE IN 5s nisiieis scitnnestpnananuecneet 82. 4 24. 2 25. 1 30.0 
ia hii a kere ir ee 8.1 2.0 2.2 2.5 
PE. ckbcteneidhbakeaeauenek bunk kedan ew aes 11.1 3.8 3.0 3.5 
RN sh wines ie a anes ican a A eas 5.6 1.8 1.8 2.4 
CRIS i i:4n cemctmuitenicnd mesceeieeamb auton 4.0 1.3 1.1 1.6 
SEI, 5s: ccdie unui naneuciachenne nels ondaeieg 3.8 “se 9 1.1 
CS 6 wenn cic ianaianisi te ec thehlp Seimibslpiaccascate ene gad 9 3 .4 6 
Dominican Republic__-_-_- Sausubcncndaatn 1.0 on .4 4 
IEE 6.4 PGA ren nhegna oaecres dh emmesue §.1 1.5 1.4 1.6 
AES ee a ae 2.6 .6 9 1.0 
I ai ann Snsssnie is eevienretdonsalaa erat elcid mans 2.0 9 1.4 1.8 
eccrine hahha oe ba enn eigenen ia ellen 3.5 on 1.2 1.5 
I io 5 Coen honsayetnatnaninin EET wicke 3.5 9 a 1.1 
Mexico alan tcitncoiulas sical eens once aiee 4.2 1.8 1.4 1.8 
I aac icici se ea tairnicenimeiad <neee 2.5 4 8 9 
IN si couiashtiaenbiinrta arciviin ancnietondasnedtbiadivan dieu «baiiee 4.3 3 1.1 1.3 
Paraguay: ......- ccna dean mae 5.1 1.3 | 1.5 1.5 
Uae tran held cancaann tke eaamane 8.3 2.8 | 2.4 2.7 
DR 2 oc cmcacaceknpatnwsenacdinn awed 1.1 | Fe 38 4 
rire bab enkidaadeaedit@ne .6 2 om 2 
CP NII. inicciiwacenennns epee 7] 1.2 .6 1.1 
Regional projects__--- siantiaik aatasemceaenieaes 3.4 5 1.1 1.2 














Notre.—Amounts reflected under “Total available to date’”’ and ‘“‘Unexpended balances Apr. 30, 1955’’ 
are taken from accounting records and insofar as possible reflect fiscal year 1956 definitions. It has not been 
possible, however, to make precise distribution of all available funds on the new functional basis in all 
instances. Totals may not add due to roundiug. 
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“RESERVATIONS” OF FUNDS 


Mr. Denon. I was going to ask about the Mark 47 and 48 tanks. 

When would you pay the Defense Department for those tanks— 
when you got delivery on the M-47’s? 

Mr. Srassen. Yes. 

Mr. Den'ron. Then why would you have to carry that money as 
wnobligated reserve or as reserve when you are not going to pay it 
until you get the tanks? 

Mr. Strassen. Because we would not set up the arrangements in the 
agreement with the other country, say ‘Turkey in the case of the tanks, 
until we had an appropriation for it. 

In other words, when you are dealing with a foreign government, 
it always has been the view of Congress we should not make commit- 
ments unless it has passed through Congress, including the appro- 
priation. 

Mr. Denton. Of course you are no different from anybody else. 
Nobody can make an obligation unless they got an appropriation. 

Mr. Strassen. You did at times have a procedure inside the United 
States where you could have letters of intent, but you never want that 
outside the country. 

In another country, we will say Turkey, they have to start doing a 
lot of things with their own funds, in building their own training 
schools, acquiring land for training areas for tanks, and so forth, to 
get ready for the United States program. So the two Governments are 
moving along together during these years in accomplishing the mu- 
tual objectives. 

We have followed this procedure, that we would not start the agree- 
ment with the other country unless the appropriations had been made. 

Mr. Denton. These payments would be reflected in an increase in 
the Army’s appropriation ? 

Mr. SrassEn. It isa reimbursement at that time in the Army budget. 


EXPLANATION OF JUSTIFICATION MATERIAL 


Mr. Chairman, with your permission, then, I will just make a slight 
reference to the way in which these books are presented, paging on 
from the summary book. 

We have the familiar chart dividing up the total program, and on 
the left-hand side of page 6 you will notice that the left-hand pie 
chart, two items, MDAP $1,400 million, and the direct forces, $317 
million, those are the two parts that will go to the Department of 
Defense to be administered under the President’s new Executive order. 
That is where Gordon Gray is coming in as the International Security 
Administrator in the Department of Defense. That will be that half. 

The other half will go to the Department of State, where Mr. John 
Hollister is coming in. 

So the fund I have been responsible for under the President will 
now divide in half with the one-half on the left going to ICA, in State, 
and on the right going to ISA, in the Department of Defense. That 
will be the new procedure and the method of administration. 

In the summary down below, we give estimated obligations in fiscal 
1956, and the 1956 appropriation request. 

On the next sheet, page 8, we give the distribution of the program 
by region, country, title, and function for the whole world picture. 





32 


On pages 10 and 11 we give the comparative summary by function 
and majority activity. In other words, in the preceding table it shows 
by countries and regions. This shows it by functions, direct forces 
support, defense support, development assistance, technical coopera- 
tion, and the other programs. 

Mr. Wiceteswortu. Is the $700 million contingent fund included 
jn the country program figure in 1955? 

Mr. Strassen. Are you speaking of the 1956 chart now ? 

Mr. Wiceteswortu. I am referring to pages 10 and 11. You are 
requesting next year $300 million in two funds as compared with 
$750 million in the current year. 

I assume the $750 million is in the $1,192 million figure for country 
programs. 

Mr. Srassen. A large part under defense support, country program, 
$1,192 million. 

Another place where it shows up is on page 12. You can see it 
there. It is in this defense support item under 1955, under “Asia.” 

There is Europe, Near East, and Africa, and then Asia. 

Part of the $700 million has been used in defense support, part in 
direct forces support. That is where it shows up and that.is the way it 
was programed when used under the President’s decisions. 

Mr. WiceLesworrH. Your request for 1956 as distinct from military 
assistance is about $140 million above the 1955 figure? 

Mr. Srassen. That is correct. 

Then we have these other summaries in here, as to how we have used 
surplus agricultural products. There is a tab there under surplus 
agricultural, page 33, page 34. 

We show what countries the agricultural products went to and which 
products they were. 

On page 34 you will see the 1954 program, how that finally worked 
out. 

USE OF AGRICULTURAL SURPLUS PRODUCTS 


On pages 38 and 39 you will find the 1955 program and how. we used 
the proceeds from the bread grains, cottons, fats and oils. We have 
tried to use these in place of dollars, and we reached a total, as you 
will see on the bottom of page 39, of $381 million worth of agricultural 
surplus products used in place of dollars, and then the dollars went 
into the United States Treasury from the mutual security program to 
refund the CCC costs, and so forth. 

This you will recognize is more than the minimum which Congress 
required. 

I think our whole organization has worked hard in every possible 
instance to use agricultural products in place of dollars. 

Mr. Passman. This refers to fiscal 1955, Mr. Stassen, 1 year only! 

Mr. Srassen. That is right, 1 year, fiscal 1955. $381 million worth 
of agricultural surplus products in the 1 year. 

Mr. Hanp. Does that represent delivered material, Governor, or 
planned distribution ¢ 

Mr. Srassen. It is committed and in the process of delivery. Some 
already has been delivered and some is being loaded. It is a sort of 
steady flow of agricultural products which go out. 

These are all legal obligations. It is obligated and in the process 
of delivery and payment. 
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Mr. Passman. Then the chart shows certain amounts going in reser- 
vations 

Mr. Strassen. No. The reservations procedure will show up only 
on the military side. We do not use the ~eservation procedure. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. You may proceed with your presentation, Governor. 


EXPLANATION OF JUSTIFICATIONS—MATERIAL 


Mr. Strassen. In the definitions we have put in what each of these 
classifications means and what we carry on under these diferent classi- 
fications. 

Mr. Passman. To what page do you refer ¢ 

Mr. Stassen. The tabs. You have “Military Assistance,” which is 
section II in the summary book, page 1, under the tab of “Military 
Assistance.” In other words, that is the military hardware and 
training. 

You have the direct forces support, which is the soft goods and con- 
sumables, petroleum furnished to other military forces. 

You have the defense support, which is the economic backup to an 
economy, such as Korea, Pakistan, or Formosa so they are able to 
support military forces. 

ou have the development assistance, which is helping countries 
suchas Israel and India to develop. 

You have the technical cooperation, point 4, and then there are the 
other programs summarized. 

I.think I might then indicate the tie-in briefly. If you go back to 
pages 8 and 9, section I, page 8, you will notice, for example, that 
beginning on page 9 you see “Bolivia” under “Latin America.” 

Under “Bolivia” you see that we are not putting in any military 
assistance, we are not putting in any defense support in those columns, 
that we are putting in development assistance to the extent of $16 
million. You see the $16 million figure and $214 million figure in 
technical cooperation, or a total of $1814 million. 

In the big book with the gray cover, volume 2, part 2, vou will see a 
tab on the left-hand side which states “Bolivia.’ 

If you open that up to Bolivia, section III, page 367, it gives you 
some information about Bolivia—the basic economic and resource 
material, popuiation. 

The second following page, section IIT, page 369, shows you the same 
$16 million; you see the $214 million of technical coope1 ration, totaling 
“18% million; and then you will see on the following pages all the 
details of what it is we are doing and proposing to do in Bolivia and 
how we are endeavoring to work out the Bolivian program, including 
« lot of detail on what is being done in transportation, agricultural 
resources, and so forth. 

That is the way the whole set of books is put together. 


BOLIVIA 


Mr. Taser. Why is it that Bolivia is in the financial shape she is 
supposed to be with an excess of exports running into very substantial 
figures? 
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Mr. Srassen. Because Bolivia had an economy for years almost 
solely dependent on the export of tin, and she developed an economy 
in which her foreign exchange came from tin, and when the price of 
tin was high she had good earnings, but did not solve her other 
problems. 

When the price of tin dropped down, when the stockpiles were fairly 
well filled and the Korean war was fairly well along, the price of tin, 
if you notice that chart, dropped from about $1.20 down to about 75 
cents, and her earnings just went right in half. The volume went down 
at the same time, so she was very short of foreign exchange. 

Mr. Taser. Why would she be short with the record over that period 
showing such a substantial excess of exports over imports / 

Mr. Srassen. That is a very good question and it reflects the fact 
that in the technical cooperation projects in Latin America, in the 
beginning it was agriculture and health. 

We have found that to really help a less developed country to get 
on its feet and maintain stability you have to help train them in ad- 
ministration and financial management and in the handling of their 
foreign exchange, so they use it and conserve it when they have good 
years ‘and not immediately run short when they have a bad yea 

That is why you will notice in technical cooperation we are valine 
more emphasis on training these countries to help themselves in gov- 
ernmental management in the handling of their foreign exchange and 
their fiscal affairs asa high priority. We started to get results in better 
financial management in most of these countries. 

So they did not use as wisely as they should in many countries the 
very high earnings when the Korean war sent these prices up through 


the roof. Consequently they are short of foreign exchange when they 
drop back down. 

What we are now doing is to help them through the transition when 
they broaden out their economy so they are not solely dependent on tin. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 


ASIAN MUTUAL SECURITY PROGRAM 


Mr. Passman. Governor, in your opinion, inasmuch as this Asian 
program may go on for many years, do you think Congress should 
give consideration to keeping the original appropriation small, realiz- 
ing it may continue for 6 or 7 or y years? If we start out ‘with a 
billion or a billion and a half; is that not rather strong ? 

Mr. Srassen. Of course the original requested appropriation for 
the President’s program is $200 million. 

Mr. Passman. You are switching a big part of the entire program 
to Asia; are you not ? 

Mr. Strassen. The two most expensive items in the program this 
year are Korea and Indochina. That is where the heavy money is. 
Those two programs, with military and nonmilitary, account for the 
big amount. There is where the wars were fought. There is where 
you have to get the military strength in. The most expensive in dol- 
lars are Indochina and Korea. The next most expensive are Formosa 
and Pakistan, Turkey, Spain 


Mr. Passman. How about Japan? 
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Mr. Srassen. Japan is not very heavy in expense. Their defense 
effort at the present time can be financed largely by themselves; that 
is, if they can expand trade down into Southeast Asia. 

Mr. Forp. (Off the record.) 


FOREIGN INDUSTRIAL COMPETITION WITEL UNITED STATES 


Mr. Gary. Mr. Stassen, a short time ago one of the Senators made 
the statement that all of the economic aid that we have given in this 
program has been used to build plants and industries to compete with 
American industries. I questioned the statement. ‘Then he said that 
he had not been able to find out what the money had been spent for. 

Is there any way that information could be compiled showing what 
previous expenditures under the economic program have gone for‘ 

Mr. Strassen. Well, it depends upon how much detail is wanted. It 
can all be compiled. Sometimes it is a tremendous accounting job, 
but the records are all available. 

The question that the Senator refers to, of course, comes back to 
that matter of, we will say, when you help put European steel industry 
on its feet are you undermining the United States steel industry / 
There were some United States steel people who thought so. I do 
not think they think so any more, because today United States stee! 
is operating at an all-time high level, and they know one of the reasons 
is that you have a healthy free world economy. 

After World War I the United States did not do anything like this. 
They did not help put the other countries on their feet. We turned 
our attention inward. What happened? We hit the skids in. 1929 
and 1930 and steel and everybody else went down to a very low level 
of activity, of great unemployment and of bad economic conditions. 

I think there is a growing realization throughout our own industry 
and throughout our own people that the success of the United States 
economy and the security of our country is inseparably related to the 
success of the economies and the security of the nations of the free 
world. We need them and they need us. It is a matter of a mutual 
working together. 

So while it is true that this program has helped reestablish the stee! 
industry of Europe 

Mr. Gary. In what sense? 

Mr. Srassen. In furnishing aid for them to buy rolling mills and 
equipment in the Marshall plan, that had been blown wp in the war; in 
furnishing counterpart so that they could reconstruct the buildings— 

Mr. Gary. Most of it was done with counterpart ; is that not correct / 

Mr. Strassen. The local things were mostly done with counterpart, 
but the import of United States machinery was done with aid dollars. 
It is the conclusion that some draw from that that is the wrong con- 
clusion. It was a good thing for the steel industry of the United States 
that the steel industry of Europe was rebuilt. It was not a bad thing; 
it was a good thing. 


USE OF MUTUAL SECURITY FUNDS 


_ Mr. Gary. I am not questioning that, but what I am questioning 

ic how much of it went for steel and how much of it went for agricul- 

tural products. I do know that a large portion of the appropriation 

for economic aid went to purchase United States farm surpluses. 
Mr. Strassen. That is right. 
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Mr. Gary. I wonder if you could prepare tables showing what went 
for farm products; what went for machinery, and what portion went 
ior other products, 

Mr. Srassen. From the beginning of the Marshall plan? We 
could give you that summary. 

Mr. Gary. I would appreciate it if you would furnish us a sum- 
mary of that kind. Do you have tables of that kind prepared by 
countries 

Mr. Murrny. Yes, 

(The information requested was supplied to the committee.) 

Mr. PassMan. Now, we will type the list and state to you just what 
we want in terms that you will understand. 

Mr. Srassen. It may be when this comes off from the printer and 
over to Mr. Murphy’s office and he brings it up, you will be able to see 
if it is as comprehensive as you need. 

Mr. Passman. It may be that the information that you have will 
1ot be as complete as we want, therefore, I think that we will suspend 
the hearings for tomorrow. That will give you all day to get the 
figures we need. 

(Discussion off the record.) 


COST OF KOREAN WAR 


Mr. Fernanpez. Speaking about fighting the war in Korea, you ex- 
plained how the moneys from this fund were used for that purpose. 
Yet all through the years, that has been shown as an unobligated, un- 
expended balance / 

Mr. Strassen. It has been shown as an unexpended balance. ‘Some 
of it has been shown, for instance, the Air Force owing this program 
some planes. That is being straightened out now under the action the 
committee took last year. 

Mr. Fernanvez. In connection with that you mentioned the figure 
of $1,200 million. Is it all in that category ¢ 

Mr. Srassen. That figure was in a different relationship. That was 
the reduction of the unexpended when this year was over. I would 
say there was more than $1,200 million of this funded equipment used 
in Korea. Part of it has been gradually straightened out by getting 
deliveries from the services. 


COMMUNIST INFILTRATION OF JAPAN 


Mr. Fernanpez. One other question: I was just wondering. why 
Japan shows such a large Communist infiltration when it was never 
chummy with Russia or China, when it was allied with the Facists and 
the Nazis, and later occupied by American forces. 

Mr. Strassen. Russia took the Japanese prisoners of war after the 
war up into Siberia and put them in training and indoctrination camps. 
Those prisoners who would sign up for communism, and who they 
thought would make their best agents, were the first ones sent home 
to Japan. Some of the first ones arrived home and began to demon- 
strate right in the railroad station against the United States. 
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Remember, they had one Communist agent right up in the Em- 
peror’s staff at one time. They had done an infiltrating job through- 
out the years, and they really have concentrated a lot in getting into 
Japan,,just like they concentrated on Germany. They look at Ger- 

| facie that they want 


many and Japan as two countries right on their 
to infiltrate and weaken. 

Mr. Fernanpez. I suppose they are still working on Japan as hard 
as they-can to bring it into their orbit ? 

Mr. Stassen. That is right. 

Mr. Passman. Thank you, Governor Stassen, on behalf of the com- 
mittee. We want to thank you for appearing this morning. We will 
stay in touch with your office, and if it is necessary for you to come 
back we will make a request and we hope that you will be able to be 
here. 


FRIDAY, JUNE 17, 1955. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 
WITNESSES 


HON. STRUVE HENSEL, ASSISTANT SECRETARY OF DEFENSE FOR 
INTERNATIONAL SECURITY AFFAIRS 

ARTHUR W. COMER, DIRECTOR, BUDGET DIVISION, I. S. A. COMP- 
TROLLER 

JOHN MURPHY, COMPTROLLER 


UNEXPENDED BALANCES 


Mr. Passman. The committee will come to order. 

What was the total amount of unexpended funds for the MSA 
program as of April 30 this year ? 

Mr. Morpny. 9 billion 531.7 million dollars. 

Mr, Passman. What part of the unexpended funds were obligated 
as of April 30? 

Mr. Murpeuy. All but 3 billion 212.4 million dollars. 


RESERVATION OF FUNDS 


Mr. Passman. What part of the unexpended funds represent reser- 
vations? 

Mr. Moureny. Actual reservations on April 30 totaled 1 billion 406.1 
million dollars. 

Mr. Passman. Will you explain to the committee just what is meant 
by a reservation ? 

Mr. Murpeny. Under section 110 of Public Law 778, which was the 
Mutual Security Appropriation Act for 1955, a provision was included 
that orders placed by the Secretary of Defense on the military depart- 
ments for procurement of items for MDAP, which also were procured 
by the service departments for their own use, would be recorded on 
MDAP accounts as reservations, and the obligations for those items 
would be recorded on delivery of the equipment by the services. 
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Mr. PAssman. You stated military. Wouldn't that also apply to 
other phases of the contract—economic aid as well as the technical 
assistance program ¢ 

Mr. Murpuy. No, sir. Section 110 is applicable solely to military 
assistance funds. 

Mr. Passman. I ask that question for this reason : 

I am familiar with some projects that you are carrying in the cate- 
gory of a reservation where there has been nothing more than a request 
for an engineering firm to submit plans and specific ations. I refer 
in particular to the grain elevators for Pakistan where there is posi- 
tively, so far as I understand it at this time, no assurance that you 
will have the specificatiotis back until several months, and after you 
get the specifications then you will advertise for bids, and at this time 
that is being carried as an obligated balance when there is nothing 
firmed up. 

Mr. Moureny. In one sense, Mr. Chairman, there is something 
firmed up. There is a firm agreement between the United States Gov- 
ernment and the Government of Pakistan to cooperatively construct 
grain storage facilities in Pakistan under the program. 

Mr. Passman. There is a commitment on the part of this Nation to 
construct grain elevators, but you have no idea at this time what the 
cost may be in that you have advertised for bids, you are employing 
an engineering firm to write specifications, and after those specifica- 
tions are returned then you will send out invitations for bid? 

Mr. Murrnuy. That is correct. The procedure is correct. The 
amount that is obligated, however, Mr. Chairman, is the best estimate 
that can be made of what the United States share of this project 
will be. 

When the engineering is completed and advertisements are made 
for bids on the specifications which result, it may very well be that 
the plant can’t be constructed for the amount we have obligated, or it 
may be that the amount obligated will be somewhat in excess of the 
actual cost, in which case the obligation would be adjusted te the 
amount of the contract at that point. 

Mr. Passman. At this particular stage it is a guess as to what it 
will actually cost? 

Mr. Murpny. We prefer to call it an estimate. 

Mr. Passman. An estimate, but it is set up as a reservation obliga- 
tion and yet there is no invitation going out for bids on the project 

Mr. Mureny. That is not too unusual, Mr. Chairman. Take a 
simple thing, such as travel of Government employee. 

Mr. Passman. Yes. 

Mr. Murpny. It is customary for the executive agencies when writ- 
ing a travel order to estimate the total expenses that will be incurred 
under it. 

They might write an order for a man to go from here to New’ York 
for a few days and estimate $50 as a cost. 

When he comes back, submits his voucher, adds up per diem, taxi 
and plane fares, it may turn out to cost $44.50. 

Mr. Passman. I understand that. I want to find out how many 
projects you have which would fall in this category where really there 
is certainly no justification for setting up an amount until you know 
approximately what it will cost. 
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In this particular instance it is impossible to tell what it will cost 
because your bids could vary from two to five million dollars depend- 
ing entirely upon the specifications that the engineering firm submits. 

What I am trying to find out, so I can explain to the members on 
the floor if the question is asked, is how many projects and what 
amount you have in that particular category ¢ 

Mr. Murriry. I am sure I could not answer that for you by number 
of projects. I know there would be quite a large number where we 
would have reached a binding agreement with the other Government 
to proceed with these joint undertakings and where the costs would 
Le estimated as of any given time because contracts had not finally 
been consummated with the constructing firm, and so forth. But I 
could not estimate either the number of contracts or the amount of 
dollars which would be in that particular situation as of any particu- 
lar moment. 

Mr. Passman. Would the committee—— 

Mr. Hensex. Would you forgive me if I interrupt and say there 
are none of those in the military program ? 

Mr. Passman. I understand that. I was trying to clear up the 
entire program because it was not cleared up the other day. 

Mr. Hensev. I wanted to make sure you would understand it. 

Mr. Passman. Would the committee be correct in assuming, that 
is In Some instances, a reservation is nothing more than a commitment 
on the part of our Government to render some particular service to 
one of the nations in the MSA program at some future date ? 

Mr. Murpuy. Yes, sir. 

Mr. Hensev. That is not the type of reservation we are talking 
about. 

Mr. PassMan. No. Lam talking of the overall program. 

Mr. Hensev. We are included in it. In the tabulation in front of 
you the only amount shown under the heading of reservations is 
military. 

Mr. Murpnuy. That is right. 

Mr. Hensev. To the extent any of these things exist they must be 
over in the actual obligation column. 

Mt. Morruy. That is correct. 

Mr. Hensev. When it comes to our types of reservations it is a firm 
commitment between the top office and a service for a definite amount 
of money. 

Mr. Passman. The record should be clear that heretofore we have 
brought forward very large unobligated balances, you understand, 
and inasmuch as those balances will be greatly reduced this year there 
will have to be an explanation because if you refer the members to 
the section of the law covering it, that will not satisfy them. 

Mr. Murer. I see. 

Mr. PassmMan. That is why I asked if it is not true in some categories 
what we refer to as reservations this year were referred to as 
unobligated balances in prior years ¢ 

Mr. Murpny. No, sir. On the nonmilitary side of the program 
wherever we have the situation such as you outline, sir, such as in 
Pakistan, the item is on the books as an obligation. It is one of the 
items found to meet the criteria of Section 1311 of the Supplemental 
Appropriation Act by GAO as a binding obligation of the United 
States Government. 
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Mr. Passman. I do know that where you employ an engineering 
firm to draw specifications, something you may or may not build until 
some future date, you first have to get the specifications back. Then 
you send out invitations for bids and then have a right to throw out 
all the bids but one. It is impossible to determine whether that bid 
will be for two or four million dollars. 

Mr. Mourrry. We do have technical people who work on these 
things, Mr. Chairman. I doubt that we would ever be 100 percent 
off on our estimate. 

Mr. Passman. It happened in this particular one because the cost 
was something which could not be determined. You were not bidding 
on the basis of dollars. You were bidding on design. 

Mr. Morrny. That is right. There was a design element in the 
particular project to which you refer. 

Of course that, again, is not necessarily typical. There are some 
instances where designs are all available and it is just a matter of 
getting bids on blueprints that are right there, in which case again 
estimates are used until actually a contract is awarded. 

Mr. Passman. That is all on that at this time. 

We are happy to have with us at this time Mr. Hensel, Assistant 
Secretary of International Affairs. 

We will be happy to hear from you at this time, Mr. Hensel. 


GENERAL STATEMENT OF SECRETARY HENSEL 


Mr. Henset. Mr. Chairman and members of the committee, I have 
prepared testimony covering our entire presentation. 

I would prefer just to put it in the record and talk to you if I might. 

I know you will get bored with my reading it, and I will assure you 

will be bored with it because I have read it with other committees. 

Mr. Passman. If there is no objection, you may do that. 

You have copies of the statement from which you will speak ? 

Mr. Henset. I haven’t copies I can distribute. 

What you are being handed now is a version which can be released 
to the press and will enable you to answer press questions. 

Mr. Passman. Inasmuch as it is customary to read these statements, 
and members may get more out of it on that basis, we will handle it 
that way. 

Mr. Henset. All right. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

(The statement of Mr. Hensel is as follows :) 


Mr. Chairman and members of the committee, I am very happy to have this 
opportunity to appear before you and testify in support of the military aspects 
of the fiscal year 1956 mutual security program. As you are aware, the request 
for new funds for military assistance for fiscal year 1956 amounts to $1.4 billion. 
In addition, $317 million is being requested for direct forces support. 

I should like to outline the philosophy which we, in the Department of Defense, 
believe should furnish the guide lines for our MDA programs. It is our belief 
that MDAP is justifiable as an activity and expenditure in support of our own 
national security—not as an aid or give away program. It is further our belief 
that this authorization request presentation can and should be tested by such 
standards. 

The basic objective of our policy since the end of World War IT has been to 
insure United States security while maintaining our free institutions, our sol- 
vency and our democratic government. We are preparing ourselves to fight only 
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if, as and when the threat to our security reaches the point where war is the 
only acceptable alternative. We are also seeking to prevent war by reducing the 
effectiveness of the aggressive threats against ourselves and the rest of the free 
world. We believe that if we make it clear to the aggressors that the free world 
will stand together and has acquired a cohesive ability to defend itself, there 
will be no war. 

As a means of attaining such basic objectives and as a supplement to our own 
military forces, we have sought collective strength for the free world through 
multiple alliances with the nations which share our interests and purposes. We 
have backed such alliances with military and economic aid and political support. 

I assume I do not have to prove that we have made many alliances. We are 
members of a series of multiple alliances, such as the North Atlantie Treaty 
Organization, the Rio Pact and the Southeast Asia Treaty. In addition, we have 
signed a large number of bilateral treaties and agreements, some of which pro- 
vide for mutual defense, for example, the treaties with Formosa, the Philippines, 
and Japan, and others which provide for the mutual creation of economic and 
military strength. I have in mind particularly our many bilateral agreements 
under which the MDA program is carried out. We are now protected by a ring 
of defensive allies. 

The signing of an agreement is, however, only a start toward the establish- 
ment of collective defensive strength. It is the end product that counts. A 
treaty, no matter how formally it is signed, will last only so long as the signa- 
tories want it to last or, what is more important, .re able to make it last. Our 
present job—and MDAP is one of our vehicles—is to turn our mutual promises 
und aspirations into lasting realities. The signing of a treaty is like planting 
the seed. The successful alliance is the resulting tree. It must be cultivated 
und nourished if it is to provide shelter against storm. 

In that mutual effort, each ally must play a part commensurate with its capa- 
bilities. If we seek collective security, we must support collective security. The 
United States is doing what it can best to support its alliances and, in turn, 
expects its allies to do what they can. 

The money we have spent in the creation and maintenance of military strength 
in the free world territories, outside the continental United States, may be split 
into two éategories. In the first category are the expenditures to maintain our 
own troops in a state of readiness in foreign countries outside our borders. We 
support a substantial number of our troops and a vast amount of their equip- 
ment in Europe. We have powerful mobile forces in the Pacific. We have sta- 
tioned groups of military advisors and experts in practically every free world 
capital. The money necessary to support these efforts is authorized and appro- 
priated under the Department of Defense budget. 

The second category of expenditures authorized and appropriated under the 
Mutual Security Act is just as much a part of our own security effort as the first 
category. Our allies support us against aggression in time of peace and in time 
of combat we expect them to fight on our side. 

Over the last 5% years, we have spent approximately $170 billion on our own 
forces and only $11 billion through MDAP in the creation of military strengths 
among our allies. These expenditures on our own forces have averaged $31 bil- 
lion per year and our alliance expenses have averaged only $2 billion to $21%4 
billion per year—about 8 percent of our own expense. Out of $11 billion defense 
alliance expenditures, we have placed with our allies approximately $10 billion 
of military equipment. These allies are that much stronger than they would 
have been without our program and that much more able to preserve peace and 
thwart aggression. 

Our support of our allies has been supplemented by large expenditures by 
these allies on their own. Admittedly, these allies would have made some effort 
to protect themselves even if we had not helped. Yet the task faced by many of 
them after World War II, with their peoples exhausted and their plants de- 
stroyed, seemed so hopeless. Our material cooperation obviously stimulated 
greater efforts on their part than otherwise could reasonably have been expected. 
It is estimated that the NATO nations in Europe have spent approximately $43 
billion from their own budgets in the creation of military strength during the 
same 514 years we were spending $7.8 billion on the NATO alliance. These 
NATO allies started with annual military expenditures of approximately $5 
billion in 1949 and have increased to over $11 billion per year in 1953. In other 
words, a total expenditure of $7.8 billion on our part, of which approximately 
$7 billion went into equipment which is still in existence in the hands of these 
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NATO allies, has been paralleled by an $11 billion per annum expenditure from 
the budgets of these NATO allies themselves. It would seem that we have made 
a good investment in collective security. 

These defense alliance expenditures are obviously cheaper than war. If they 
can prevent war—and that is the purpose of our program—the money cost of 
the ounce of prevention is well worthwhile. 

The war in Korea was a small war. The forces were limited and the aren of 
conflict was restricted. Yet it was an expensive war. While it is impossible 
precisely to compute the money cost of a war—particularly a restricted war—it 
seems quite clear that the United States military expenditures as a result of 
the Korean war, were in the neighborhood of $18 billion. This estimate is based 
on a calculation that the Army paid identifiable Korean war expenses of over 
$16 billion, exclusive of the pay of personnel. It seems rather obvious that the 
Navy and Air Force together must have borne at least 10 percent of the Korean 
war costs. As a matter of fact that is a conservative estimate. Nevertheless, 
using that approach, we reach approximately $18 billion, without considering 
the pay of our combat troops. 

There are, of course, other burdens of war which cannot readily be translated 
into dollar figures. I have in mind the“loss of lives, the sufferings of the 
wounded, the interruptions of family life, the disturbance of the education of 
our youth, the dissipation of our material resources, and the inflation in prices 
which shrink our bank accounts. If we are successful in preventing even an- 
other Korean war, our defense alliance expenditures, viewed solely as an in- 
surance premium, will be very cheap—even though continued fer many years at 
the present rate. 

Our alliance expenditures have also created other strengths abroad which 
cannot be measured in dollars. Our allies have progressed from what might be 
called utter helplessness in the modern military sense to solid capabilities, first, 
for the maintenance of internal order, which in itself discouraged aggression 
from within, and, second, for the substantial buildup of military strength which 
could provide resistance to aggression from without. It is my opinion that the 
cohesive strengths of these alliances engendered the successful arrangements for 
the Western European Union made at the London and Paris conferences in 1954 
and the positions taken by our friends against Communist aggression in the 
recent Bandung conference. Our allies know that they are not alone or helpless 
and their actions showed it. 

We can look forward to the future with sanguinity if we sustain our efforts 
at the present level. For the future, we in the Department of Defense have on 
hand unspent military alliance money in the amount of approximately $7 billion. 
All of this money has been authorized by Congress and has been programed for 
expenditure over the next 2 fiscal years. When supplemented by the appropri- 
ations of our allies, the carrying out of such program will still further inerease 
the military power of the free world. If we now discontinue material, as well as 
moral, support of our allies, the only meaning will be that we no longer. believe 
in alliances or the concept of collective security but intend to revert to the con 
cept of a Fortress America, which is both fanciful and impossible in the world of 
today. 

I believe that we are a realistic people and now is the time for realism. To 
sustain our collective alliances, we must be prepared to contribute our share to 
these alliances and our share is not limited to the maintenance of our own forces. 
While I look forward to the gradual assumption by many of our allies of large 
portions of the expense of maintaining their military strength, I likewise look 
forward to a substantial period during which we will spend large sums of 
money in the replacement of existing equipment and the augmenting of allied 
strength through new equipment—for our security as well as theirs. 

Our problem is not whether to preserve security. We have decided that. Our 
only problem is how best to preserve our security. In supporting our alliances. 
we are embarked on a sound course. In the abstract, it will cost us money but 
relatively—relative to the importance of mutual security and the drain of war— 
the cost is economically justifiable. 

I am quite confident that our security could not be better and more eco- 
nomically preserved if we spent on our own forces the money we are now spend- 
ing on allied forces. First, irrespective of costs, we could never develop suffi- 
cient strength, projected only from our own country, to be satisfactory substitute 
for allied strength. We need our overseas bases and our wall of allies in time 
of war. Above all, we need the cohesive strength of our allies at the conference 
tables in the preservation of peace. 
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second, even if we should try to adopt the unreliable Fortress America concept, 
we could not—and remain solvent—hope to spend on our own forces the total 
amounts Which are now being spent by our allies—that is, in addition to our cur- 
rent military expenses. 

lt is my. belief that we should approach the consideration of the mutual defense 
assistance program against the background of our belief that a strong free world 
alliance is the soundest way not only to win a war if that should come, but even 
ore important, to prevent a war. If we believe in alliances for such purposes, 
we should support them to the best of our capabilities and insist that our allies 
support these alliances in the same manner. 

To do our part, I believe that the mutual defense assistance program should 
be continued with vigor. To do otherwise, in my opinion, would be an unthink- 
ible position to take just when our past efforts are bearing so much frnit. 

The tiseal year 1956 budget requests for MDAP were fixed at $1.4 billion as a 
matter of executive judgment in late November and early December 1954. It 
was not, in the first instance, built up on an item by item basis, but was the 
result of overall judgment taking into account ua number of factors, some of 
which were known and some of which had to be estimated. One of the esti- 
mates, for instance, Was that $500 million of fiscal year 1954 carry forward 
would be lost under section 1311 

We started with the realization that rigid and precise detailed planning more 
than 18 months in advance of expected obligations and expenditures had proved 
to be impracticable. Past experience had shown that the many detailed illustra- 
tive programs previously presented to this Congress were almost always changed, 
sometimes only in minor respects but more often in substance. The world situ- 
ation With which we are trying to deal in this MDA program hever remains 
static. It is impossible with any precision to prophesy the future. As a 
result, no matter how carefully and logically detailed illustrative programs 
were prepared on a country and item basis, emergencies have arisen in the past, 
and I fear will continue to arise in the future, which cause shifts in funds and 
programs both within the Department of Defense and between the Department 
of Defense programs and the programs which fall outside the statutory military 
assistance category. When such shifts within the military departments and out- 
side transfers are considered, together with the reduction in available funds as 
u result of the new but very desirable definition of “obligations,” which will 
educe the unobligated funds reappropriated for fiscal year 1955 and which 
appear in section 1311 of Public Law 665 of the 83d Congress, you can easily 
appreciate the radical changes which had to be made in the previously presented 
llustrative programs, both with respect to fiscal year 1955 and previous years. 
You can also understand why we believed, in view of our pending complete review 
und analysis of the program, that the preparation and presentation of detailed 
und rigid illustrative programs for fiscal year 1956 would be both undesirable and 
isleading. 

The figure of $1.4 billion, although arrived at originally as a judgment figure, 
has been tested through a series of processes which I shall describe in detail in 
subsequent testimony. As a result of these tests, it is my opinion that it can be 
clearly demonstrated that our overall estimate of $1.4 billion for fiscal year 1956 
isa conservative figure. 


Mr. Hensev. I will file this entire explanation of our whole pro- 
gram, and if I may talk to that a little bit. 

That statement was an effort on the part of the Department of 
Defense to explain what we felt was the philosophy of this progr: un. 
| for one have worried very much about people thinking of it as 
simply a gift program or a conmunity chest affair. 


COLLECTIVE SECURITY THROUGIEL ALLIANCES 


I wanted to emphasize the fact that our foreign policy, through the 
better part of several administrations now, has been to achieve collec- 
tive security through alliances. We are endeavoring not to stand 
tlone but to build alliances with the free world and with the other 
hations. 


64418—55- 
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You do not form an alliance just by signing an agreement and then 
sitting back and thinking everybody will go to work under it. You 
have to work on the alliances. 

Each member of the alliance, each ally, must contribute what it can 
to make the alliance successful, and the alliance is designed for our 
security and for their security, and it is based on the assumption that 
those things are interrelated. 

Take it from the war, when we were in the war and had the alli- 
ances, we were not thinking about whether or not we made a contri- 
bution to someone else when we rescued the Philippines or when we 
went back and rescued France. We knew that it was our fight. 

It is my belief that the establishment of these foreign alliances is 
part of our fight. I think unless you approach it that way, then you 
get a misconception of what we are trying to accomplish. 

There is ethane new in alliances but we have created a series of 
them, perhaps on a broader scale, than anybody has done before. You 
have your North Atlantic Treaty Alliance, the Rio Pact, Southeast 
Asia Treaty to take the multiple type, and then we have a number 
of bilateral treaties which provide for mutual defense, such as 
Formosa, Philippines, Japan, and in addition we have the many bi- 
lateral agreements with other nations which involve the creation of 
military strength on their part. 

As I said, I do not regard this as a partisan political policy. It 
was started before this administration, and it has been continued by 
this administration. It is a commonsense approach. 

I think if we are not going to support these alliances to the best of 
our ability, and insist that our allies do it, it is not just that we can 
stop spending money. We have to get an entirely different type of 
foreign policy, something that is perhaps built much more on the 
assumption that we are going to go it alone, which I do not think is 
practical. 


EXPENDITURES FOR MUTUAL SECURITY IN PRIOR YEARS 


I want to emphasize the fact that for our own security we spend 
two types of money—the money we spend on our own forces and the 
money we contribute to the support of our allies. I think both of 
those go to our own security. 

Just to refresh your recollections, over the last 514 years we have 
spent approximately $170 billion on our own forces, people who wear 
our uniforms, and they have been scattered all over the world. We 
have spent about $11 billion in the creation of military strength in 
our allies. 

You can put it on a yearly basis of about $31 billion a year expedi- 
tures on our own, on the average from 2 to 21% on our allies. In other 
words, about 8 percent of our defense expenditures have gone to the 
creation of the allies. 

We have brought those allies, I believe, to spending more money than 
they otherwise would have spent. The only place we have any figures 
that are reliable about expenditures from the other nations is in con- 
nection with the NATO nations in Europe, and we have brought them 
from a level of annual military expenditures of $5 billion in 1949 to 
over $11 billion a year in 54. They have spent in that time $48 billion 
from their own budgets, so that I think you can say our total expendi- 
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tures, I might digress to say, in the NATO area have been about $7.8 
billion, of which $7 billion went into equipment still in existence. 

Mr. Taser. In whose possession is thatequipment! _ ee 

Mr. Henset. In the possession of our allied nations in the NATO 
area. 

Mr. Tazer. It actually has been delivered ? 

Mr. Henset. Yes, sir. I am talking only about actual expenditures 
and deliveries. 

I might say this, Mr. Taber: . 

When I speak of expenditures for equipment, our figures are on the 
basis of expenditures for delivered equipment and I have passed for a 
moment some small amounts where sometimes we spend before there is 
an actual delivery. 

In all of the figures you will find in this book with respect to mate- 
rial, it is on the basis of actual delivery. 

Mr. Taser. Where does the figure for what has been spent for items 
which have not been delivered appear? Does that appear as a separate 
item ¢ 

Mr. Henset. It is very small and we have not shown it anywhere 
in our book. 

Mr. Taser. Off the record. 

( Discussion held off the record. ) 

Mr. Taser. Will those items be delivered or not ? 

Mr. Hensewt. With respect to the Germans, there will be a substan- 
tial delivery, which I think will include all that we have actually 
secured but the total amount we do not know. 


OBLIGATIONS 


Mr. Passman. Mr. Hensel, I may ask this question: Under “mili- 
tary assistance,” page 40 of the Senate Foreign Relations Committee, 
the report indicates that all but $100 million would be obligated by 
June 30. 

Mr. Hense.. Yes. 

Mr. Passman. The actual figures presented to this committee reflect 
that the unobligated and unreserved balances will be $620 million as 
of June 30. That is on page 30, section 1. 

Mr. Hensex. Yes. 

Mr. Passman. Based on the above facts, we are just wondering if 
the figures placed before us and presented at this time will be changed 
again in a few days, because this is quite a change from $100 million as 
of June 30 to $620 million. There have been a lot of changes. 

Mr. Hensev. Unfortunately the one thing that happens to this pro- 
gram is that it never stays static and your estimates have to vary 
because of events. 

I do not have that Senate report in front of me, but I know what they 
took it from. They took it from my testimony, and if they stated it 
just as you stated it they left out my “if” clause. I said if we got all 
the allocations from the Bureau of the Budget we would be able to 
obligate or set aside, which has the same effect of any obligation under 
section 110 and 1311, all but $100 million. 

We have not gotten the allocations from the Bureau of the Budget 
and the time is just too late, and the $620 million is our honest esti- 
mate of today. 
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Frankly, with this shorter period I would not want to obligate any 
more than what we have contemplated under this last estimate even if 
I could. I would not want to rush info it. 

Mr. PassMan. The committee was impressed by the showing mace 
by the executive branch in connection with the $8.7 billion. It was 
shown that all but $100 million of that amount is expected to be. obli- 
gated by June 30, That was in recent testimony. 

Mr. Hensev. That was in accordance with testimony I gave. You 
are talking to the man who gave it. At the time I said if we could get 
the necessary approval from FOA of our program and the allocation 
from the Bureau of the Budget, that is what would be done. 

We did get approval of the program from FOA, We have not yet 
gotten allocation from the Bureau of the Budget. This is pretty late 
in June and it is now too late. 

It was expected at that time, but if you will go back to my testimony 

I did say we needed those allocations. 

I am not blaming anybody for getting the allocations. Here is the 
difficulty : 

When you redefined obligation last year to establish a rule which 
would apply to this entire program, because it was a constructive step 
and one we urged, but in applying the definition there is a great deal of 
mechanical difficulties and we could not tell how much money really 
was obligated and therefore carried forward. 

You will recall you defined certain things as obligations, other 
things as reservations which would have the same effect as obligations, 
I think as of Febr uary 1. 

We still do not have the final answer as to just how much has been 
obligated as of February 1 within that definition. 

We hope to have it within a very few days, and I can understand the 
Bureau of the Budget position, that they didn’t want to approve a 
program until they ‘knew how much money was available. 

Mr. Passman. Why didn’t the agency get the allocation from the 
Bureau of the Budget? 

Mr. Henset. They wanted to know how much money was carried 
forward under the 1311 definition of obligation, and we haven't yet 
been able to tell them. We hope to be able to do it. 

I do not think it is a fault on their part and it is not on our part. 
It is a complicated calculation. I will tell you a little later in my 
testimony some of the problems we have had in shaking down the 
control statistics and the figures in this program and bringing it 
together. 

You see, it is administered through the three military departments, 
and they in turn are decentralized and scattered far and wide, and, 
to get a statement of obligations you could be sure of, you had to go 
back into the field agencies of those different services annd bring it 
all forward and make sure you had it on a consistent basis. 

Mr. PassMman. Mr. Secretary, if military assistance obligated $565,- 
400,000 in 10 months, a rate of $56,540,000 per month, how can they 
obligate $363,200,000 in the last 2 months 4 

Mr. Hensev. Well, very simple. This work does not progress, as 
you would assume, on a continuous basis, at an even rate, all during 
the year. 
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Let me remind you first that several months of the fiscal year were 
gone before we ever got the money. I think it was September 3 before 
the appropriations bills were passed. It was rather difficult to carry 
on any extensive obligations in that period, so you ought to subtract 
those months when you work out an average expe nditure. 

Then the money was cut down. That threw the program off, and 
required adjustment in the program. 

We also had this uncertainty as to the amount of money which 
would be lost as a result of the redefinition of obligation. 

We made certain estimates, but they were no more than estimates. 

We had a number of unexpected military demands on the program, 
demands which we didn’t realize would come to fruition within that 
period and which were not presented to you, $380 million. 

There were also some nonmilitary requirements which were extraor- 
dinarily pressing and money was taken from us within your provi- 
sions for reallocation or redistribution of the money. It was set aside 

» $220 million and I think $167 million has gone out. 

“Tf you will add oe up and realize that the total amount appro- 
priated for last year was something like 1 billion 1 and 1 billion 2, 
you will find the chiade were most substantial. They wrecked 
all of the programing and you had to start the programing over 
again, rearrange everything, and it is bound to come to maturity 
in the last couple months. 

[am very much afraid that will continually happen, where we xe 
always delayed and have this administrative lead time unless we can 
shake down this program, and I will tell you what we are trying to 
do to do it. 

But it is not unusual. You are getting the effect of the buildup in 
all of our programing in the actual obligation in the last couple 
months. 

There has been no rush to obligate, and, as a matter of fact, you 
will see that I have been most reluctant both to spend and to obligate 
unless we were sure, and I would not want to tackle this $620 million 
just to meet an estimate I made and try to obligate some $500 million 
in the next 10 days. I just would not want to do it, and if I have to 
pay the price of losing the money for it I am prepared to do it as a 
citizen. I will not rush out and do it. 

Mr. Passman. You think this last figure will hold firm to June 30 
or will it increase / 

Mr. Hensext. That represents our best judgment and I hope, there- 
fore, that we can do our best to get rid of that amendment in the 
Senate which requires us to obligate I think all but $200 million at the 
price of losing it. I will lose it before I will tr v to meet that. 

Mr. Lannam. Do you carry that asa set t-aside, or what is it @ 

Mr. Henset. That is unobligated, sir. It is not set aside. Let me 
make this very clear: Person: lly I think you get mixed up on this 
reservation. When we reserve, talking of the milit: ry, we have given 
a definite order to the services. Before we used to give them the money 
at the same time and it passed out of our control. We have set it 
aside. It is a definite amount of money, has the same effect as an 
obligation, and in my mind and the way I was speaking at that time 
it is an obligation. 
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Mr. Lanuam. But this $600 million is unobligated ¢ 

Mr. Hensew. Yes. 

Mr. Lanuam. Not set aside. 

Mr. Henset. Not reserved, that is right. Itis programed. 

Mr. Lannam. Would it interfere with your program for 1956 too 
much if that were counted as to be expended and if we reduced the 
appropriation by that amount ? 

Mr. Henseu. Yes; it is taking that much money away from us which 
we had counted on, and our whole estimate of what we will need for 
fiscal year 1956 is based on the assumption we will have available all of 
the money that was available in 1955, and any amount that we lost 
just simply cuts down on what we were counting on. 

Mr. Lanuam. What you programed ? 

Mr. Hensex. That is right. 


MILITARY MONTHLY OBLIGATIONS AND RESERVATIONS 


Mr. PassMANn. We would like to place in the record at this point 
your monthly obligations for military, and monthly reservations for 
military for this fiscal year. You may estimate what your monthly 
obligations will be for June as well as your reservations. 

Mr. Henset. I don’t know as we have it handy but we will prepare 
it. 

(The information referred to is as follows :) 


DEPARTMENT OF DEFENSE 


Statement of monthly obligations and reservations, incurred by the Department of 
Defense for military assistance, as authorized by title I, ch. I, Public Law 665, 
83d Cong. 

[In millions of doliars] 
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and reserves 
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! Reserves are , established pursuant to the shonin of sec. 110, Public Law + 778, 83d Cong., when orders 
are issued to the military departments for procurement of common items under the regular military appro- 
priations. Such reserves remain available for reimbursement to military appropriations, on the basis of 
materiel delivered or services performed, until June 30, 1957. 

2 Minus obligations shown in parentheses are due to a shift in appropriation structure necessitating an 
involved redistribution process. Further adjustments are reflected in the estimates for the months of 
May and June 1955. 


Nore.—Amounts are rounded to nearest hundred thousand and may not add to totals. 


Mr. Taser. I thought we had requested that information, Mr. Chair- 
man. 

Mr. Passman. It was my understanding we did request it. 

Mr. Henset. I apologize. I didn’t know it, sir. 

Mr. Murrey. When Governor Stassen was here you did ask for 
that. We are having that month-by -month table inserted in the tran- 
script. I didn’t understand you wanted it delivered 
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Mr. PassmMan. Will it be available for the committee / 

Mr. Murpny. I can have it available this afternoon for the com- 
mittee. 

Mr. Passman. You will supply that information for us‘ 

Mr. Murpny. Yes, sir. 

Mr. Hensev. You want the military separate / 

Mr. Passman. Yes. Obligations and reservations by month for this 
fiscal year and your estimates for the month of June, both obligations 
and reservations. 

Mr. Henseu. Yes, sir. 

Mr. PassMANn. You may proceed. 

Mr. Hensex. If I may return to what I was addressing myself 
to, which was the general philosophy of this approach and how it 
fitted in with our foreign policy and why it was such an essential part 
of our foreign policy, ‘T think I had just explained we had brought 
the NATO nations up to expenditures on their own of $11 billion a 
year for military strength. 

I wanted to emphasize that we regard ourselves as being in the busi- 
ness of preventing war and building strength to prevent. war. I can 
assure you that if we are successful it is far cheaper than war, both 
from the money angle and from the intangible side. 


COST OF KOREAN WAR 


We made some estimates of the cost of the war in Korea, and that 
is difficult to take a limited war and say that is clearly a war cost. 

But erring on the side of conservatism, our estimate is that the 
Korean war ‘cost about $18 billion. In other words, in that one limited 
war we spent much more than has been appropriated for military 
assistance to Allies or Defense Alliance expenses as I like to think of 
them over the world. 

The way we estimate that is this: We made a calculation on the 
Army expenditures exclusive of the pay of personnel, and that was 
roughly $16 billion. 

We then figure that the Air Force and Navy must have had at least 
10 to 15 percent of the expenditure, and that gets you up to $18 billion, 
and you have not thrown in the cost of combat personnel, which as 
you know is very, very difficult to segregate because how far back do 
you carry it with supporting troops and ev erything, back into the 
continental United States. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Henset. Although our defense alliance expenditures are large 
when you regard them in the abstract, when you get down and try to 
fit it into the realities of the demands on our foreign policy, they be- 
come much smaller than you realize if you just Jook at the figure 
by itself. 

[ also want to emphasize there are other burdens of that war I do 
not know how to translate into money—loss of lives, disruptions of 
family life, the wounded, and dissipation of our military resources. 
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VALUE OF DEFENSE ALLIANCES 


I think we have also, through these defense alliance expenditures, 
brought our allies from a position where they were crushed and bat- 
tered after the war, and even the victorious ones were sadly weakened, 
to a point where they now believe in themselves, and where they: are 
now able to resist aggression from within and also to give a good « 
count of themselves from without. 

I think that the cohesive strength of those alliances is really what 
was back of what happened in London with respect to the Western 
European Union, and I think the positions taken by our branch at 
the Bandung Conference. They have a confidence and they believe 
in themselves and they believe they stand with it. 

Therefore I feel we can look forward to the future with sanguinity 
if we will sustain our efforts at the present high level. 


EFFECT OF DISCONTINUANCE OF MUTUAL SECURITY PROGRAM 


If we stop now and discontinue material as well as moral support 
of our allies, the only meaning they will interpret is that we no longer 
believe in this doctrine or concept of collective security but intetid to 
pull back into ourselves. 

Of course, I can think of no more inopportune time to do it than 
right now. 

That doesn’t mean that I look forward to this being something whieh 
will become a permanent part of our policy in the sense that we wil! 
always be giving money to alliances. 

Mr. Passman. Do yousee an end to the program / 

Mr. Hensev. I cannot put my finger on an end: no, sir. 

I think with respect to some countries if we want them to have the 
strength we want them to have it is going to become as close to per: 
manent as anything in this life is. 

It will not be in this amount, and it will take a lot of work, but to 
get. Turkey, Greece, and some of the other countries to a place where 
industrially they can sustain the forces we would like to have them 
get in the field, it will require a great deal of work not only in’ this 
field but in the economic field and in the self-help field. 

I think our major effort should be to taper this as much as possible 
and with some nations I think we can taper and cut off, and I think 
we also ought to insist that we are going to help most those who help 
themselves. 

I do think with our needs in the world, our needs for foreign bases. 
our needs for rights in those countries, in order to protect the United 
States, we are going to have to see to it that they can protect them- 
selves for some period of time. 


EFFORTS OF NATO COUNTRIES 


Mr. Passman. Mr. Hensel, in that connection, are the other mem- 
bers of the NATO nations coming up to their commitments ? 

Mr. Hensev. They are in general. There are disappointments, and 
I think some of the disappointments we have suffered are understand: 
able. We have pressed them pretty hard, and I think we should con- 
tinue to press them. 





Mr. Passman. Would it be from lack of ability to pay or just com- 
placeney { ; 

Mr. Hensex. I have seen no signs of the complacency. I think 
they are all trying. You can have a lot of different interpretations 
as to whether they are trying just as hard as they can. 

There are other countries where there can be real improvement and 
we are working on it through our annual review process where we 
check their accomplishments and more or less make them sit down 
and.examine their own hearts in front of their allied brothers. 

[ think if you tried to buy the same security on the fortress America 
concept, first, militarily, it is impossible. We need the overseas bases 
and need the rights in the other countries. You would have to spend 
astronomical amounts to get the same free world military strength 
all located in this country. 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 


CHANGE IN CONCEPT OF PROGRAM 


Mr. Passman. Why did the concept change / 

Mr. Hensev. I think a lot of concepts changed from the time we first 
embarked on the program. I think we did plan that all the free world 
ations would be able to maintain a consistent rate of upward ex- 
penditure and effort. We have found that instead we are going to 
have periods where they level off before they can gain enough strength 
to start up again. 

Mr. Passman. We were very much impressed with the progress 
made in Europe. 

Mr. Hensev. We are. 

Mr. Passman. And that the gross national products far exceeded 
our expectations. 

Mr. Hensext. I do not know the figures on what our expectations 
were on the gross national product. But we must remember at the 
same time the demands and needs of the people over there have grown 
tremendously. In some of those nations I can see good reason why, 
if they want to hold themselves together—and keep this in mind: 
lf your country is not held together and unified your military strength 
(oes not do a bit of good—they have to spend much more money than 
they expected on social benefits. We sometimes forget how much we 
have spent in that respect, and also forget that they are a long way 
hack of us. 

Mr. Passman. In other words, we have to raise the standard of 
living? 

Mr. Henset. Well, I think one serious problem along that line is in 
Italy, and perhaps to a lesser extent in France. I am quite impressed 
ly the people who tell me that the great Communist appeal there is 
‘ocial justice. It is the Communist Party that has the standard of 
social Justice, and that attracts a great many people who have no real 
adherence to the Communist doctrine as you and I know it. 


SOCIAL EFFECT OF MILITARY ASSISTANCE PROGRAM 


Mr. Denton. I have heard a great deal of complaint, especially with 
‘egard to one country mentioned, that our program was helping the 
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people in the upper strata, and that the money was all going to them, 
while the people in the lower strata had had a great increase in taxa- 
tion, though their pay had not increased. I had heard that we were 
not appealing to that group, which is the group to whom the Com- 
munists appeal. 

Mr. Henset. I can only answer that in terms of the military assist- 
ance program. 

First, we have given them military equipment. That would not go 
to any strata, but just to the military forces. We have also given then 
training. 

The only thing in our program which seems to me would fit what 
you are talking ‘about is the offshore procurement. We have given 
that to the plants, but it has created a great deal of employment in the 
plants where there might not have been employment, so I would feel 
that did not trickle down but that rushed down. 

If you could only sit at my desk for a while and get some of the 
compl: ints from those countr les, as we try to force them to take over 
those contracts or to shut off our continuation of the offshore procure. 
ment, you would find that the argument is made that a great deal of 
employment is dependent wholly on the continuation. 

Mr. Denon. I do not know what we can do about it, but E-have 
heard there has been very little or no increase in the wages of thy 
workingman, while the taxes have gone up tremendously. I have 
heard that there has been little or no increase in taxation on the people 
that make the most money, and that they have made the profit. | 
have heard that the night clubs are filled with the wealthy, and that 
they “never had it so good.” 

Mr. Hensev. Let me make this comment off the record. 

(Discussion off the record.) 

Mr. Henset. I do not think that is something we can influence here. 
That is going to be a matter of long education, to bring home to then 
the importance of a fair system of taxation which does spread thie 
burden on a more equitable basis. 

Mr. Denton. The thing that bothers me is that we are trying t 
stop the spread of communism. 

Mr. Henset. Yes. 

Mr. Denton. The Communists are appealing to these people in the 
lower strata. I am just wondering if they are the ones we are getting 
to. Are we appealing to them ? 

Mr. Hensev. I think we have made tremendous progress.  Yoi 
saw the reports of the recent election at the Fiat plant in Italy, where, 
frankly, we had hoped if you could raise the level of the anti-Commu- 
nists from somewhere in the neighborhood of 25 percent to around 4 
percent we would consider it a great victory. While I am still suspi- 
cious that maybe there was some work we do not appreciate done. 
that came out with 60 percent anti-Communist vote. 

I think the governments are aware of it and are dealing with it i 
their social programs. Whether or not they are doing it in the most 
intelligent way I would not feel qualified myself to comment on, look 
ing at it simply from the military angle, plus the fact that I am an 
American and I am not sure I understand their way. 

I can assure that their taxation systems have distressed me as 2! 
individual. I sometimes wonder whether we do not impose too heay) 
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x burden, but it is clear that they are at the opposite end of the 
spectrum. 

I think you will have to approach that in another way. ‘This pro- 
gram builds a strength that will enable them to at least offer protec- 
tion to their people, which a lot of them could not do at the close of the 
war, and also keep out the invader. I cannot cure everything with 
this. IT know it. 

Mr. Passman. Yours is military, anyway. 

Mr. Hensev. Mine is military. I think the problem is a real one, 
but I do not think we can completely solve that from here. But I 
think progress has been made. 


DEVELOPMENT OF BUDGET FOR 1956 


With that background as to the reason why we believe in this pro- 
gram, I should like to say that this fiscal year 1956 budget request was 
fixed at $1.4 billion as a matter of executive judgment in late Novem- 
ber and early December. 

I see you looking at that chart, Mr. Chairman. That is not the way 
the $1.4 billion was worked out at the start. That is an effort to dem- 
onstrate to vou that we have needs far exceeding the $1.4 billion, and 
therefore to demonstrate that the executive judgment was a most con- 
servative one, as I will explain later. 

This year we have just been through and part of what we are com- 
ing to is, I believe, a year of soulful reexamination and search, for 
which year we have reduced our request to what we regard as the 
conservative minimum. 

I might say also that we had to make a number of estimates. One 
of the estimates was that $500 million of fiscal year 1954 carry for- 
ward would be lost under that new definition of obligations and res- 
ervations in section 1311. The Bureau of the Budget approved our 
$1.4 billion on the basis that that would be the actual loss. I do not 
— now that it will be the actual loss. 

I do not want to use the figure, but I think probably the loss will 
be several hundred million dollars less. ‘Therefore, I feel we are com- 
mitted, not from the authorization side—which I would not like to 
change—but from the standpoint of new money, to reduce this judg- 
ment ’ figure of $1.4 billion by that amount, and before we finish this 
hearing I hope to tell you what the exact figure is. 

It is extraordinarily difficult to make “rigid and precise planning 
more than 18 months ahead of expected obligations and expenditures 
in this changing world. We have tried. I outlined briefly to you 
what happened to us with respect to fiseal year 1955 and the many 
detailed illustrative programs that you saw then were changed. They 
had to be changed and they had to be changed in substance. That has 
been our continuous experience. 

Therefore, I am not presenting to you illustrative programs, de- 
tailed programs where I say, “This is what we are going to do.” I 
am going to outline to you a number of needs which you see total $1.4 
billion, and if you add $114 billion, there are needs I know of in ex- 
cess of $3 billion. 

Mr. Passman. Mr. Hensel, I do not like to interrupt your general 
statement, because I know you want to conclude. 





Mr. Henset. Go ahead. 
Mr. Passman. Off the record. 
(Diseussion off the record.) 


DELIVERIES AGAINST UNEXPENDED BALANCES 


Mr. Passman. The information I thought the committee would like 
to have would be the deliveries against the unexpended balances, and 
what percentage would go beyond 12 months. It does not have to be 
detailed, as long as we know what percentage of deliveries will be 
made against the obligations beyond 12 months. 

Mr. Henset. This is an estimate, as I remember it, done in January 
of this year [submitting document to chairman ]. 

I think it will satisfy you. It is just that in the first paragraph. 
When I first said that it could be put in the record that was my un- 
derstanding; making it available to you. When you mentioned the 
printed record then T would like to edit it. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

(The information is as follows :) 


ANALYSIS OF THE UNEXPENDED BALANCE OF MDAP FunNDsS 


1. In 5 years of MDAP operation an apparent large unexpended balance has 
accumulated. This balance was $7,452 million as of January 31, 1955. It is 
committed as follows: 


Se eG I a ih cides gga en kaa aiedaelny $4, 609, 200, 000 
Short lead-time or stock items......................... ree 1, 409, 400, 000 
WOREER ONTO! IEA arene nie nk lene ee 367, 000, 000 
Reserved against sec. 1311 : 500, 000, 000 
Uncommitted (to be committed prior to June 30, 1955) 566, 900, 000 


2. The principal reasons for the accumulation of this large unexpended halance 
are: 
(a) Production lead time and production delays; and 
(b) Administrative delays in authorizing, approving, and funding pro- 
grams. 

3. Production lead time for MDAP equipment varies from 6 to 36 months. 
Undelivered items with a production lead time of 1 year or longer constitute 62 
percent of the unexpended balance of MDAP funds ($4,609,200,000). -Funds in 
the direct citation category ($1,803,800,000), which either are or will be obligated 
prior to June 30, 1955, are for ships under construction both in the United States 
and overseas and for offshore procurement of aircraft, electronics equipment. 
and ammunition. In the “reserved for common items” category, $2.778,400,000 
can be identified as reserved for aircraft and related components, communica- 
tions and electronics gear, and certain types of ammunition, all long lead-time 
items. 

4. Production delays due to technical difficulties, which are beyond the control 
of either the Department of Defense or the military departments. have extended 
lead time of items in the approximate value of $2,553,600,000, ineluding : certain 
aircraft, recoilless rifle and ammunition, and OSP contracts. The schedule of 
deliveries for certain aircraft has been retarded twice because of production 
delays. Although funds have been obligated for a type of recoilless rifle since 
fiseal year 1953, an acceptable production model was not available until late in 
fiscal year 1954. Some OSP deliveries have been delayed on an average from 
6 to 12 months because of production difficulties. 

5. Funds equivalent to the full cost of the equipment to be procured by a 
military procuring agency must be available to that agency when procurement 
is initiated: this fact is one of the principal reasons for the large unexnended 
balance. The procurement of aircraft is an excellent illustration : $894,900,000 
have been obligated against certain aircraft since fiscal year 1953. Only a few 
of the aircraft have been delivered to date, and only about $300 million has been 





vo 


required for expenditure. Nevertheless, all the unused funds committed against 
this procurement had to be carried in the unexpended balances of MDAP funds 
for 2 fiscal years. Although unexpended, funds so committed are not available 
for any other procurement, and they cannot be withdrawn from a military de- 
partment without termination of the contracts against which they are committed. 

6G. When the value of the long lead-time items is deducted from the unexpended 
balance, $2,800 million remains. Of this amount, $1,409,400,000 is reserved for 
common-item orders or items from either military department stocks or short 
lead-time procurement. The military departments have forecast delivery of 
the equipment represented by these funds prior to the end of fiscal year 1956, 
consequently these funds will be expended: by that date—$566,900,000 is uncom- 
mitted but will be either reserved for common items or allocated for obligation 
against direct citation contracts prior to June 30, 1955, to fill high-priority mate- 
riel requirements within the fiscal years 1950-55 programs. The release of these 
funds to the military departments has been delayed because of the administrative 
difficulties discussed in paragraph 11 below. Another $500 million of the unex- 
pended balance is being held in reserve to counteract losses which may result 
from the implementation of section 1311 of the Supplemental Appropriations 
Act of 1955. 
7. The remainder of the unexpended balance, $367 million is committed against 
nonmateriel MDA programs administered by the Department of Defense. These 
programs include administrative and accessorial costs and training, facilities 
assistance, development of weapons of advanced design, and infrastructure pro- 
grams, These funds are being expended against the projects to which they are 
committed as rapidly as required. Accurate prediction of expenditures in this 
area is not possible because of the many and dissimilar conditions under which 
this money is to be expended. However, it is necessary that the funds earmarked 
for these programs remain available for expenditure until the projects against 
which they are committed are completed. Otherwise there could be no assurance 
that the United States Government could fulfill its commitments for the non- 
materiel programs, 

8S. The administrative delays inherent in the procedure for programing and 
funding MDAP have also contributed materially to the accumulation of the 
unexpended balance. The program is authorized, and the funds to carry it out 


are appropriated annually by the Congress. In the past, the authority to obligate 
funds expired automatically at the end of each fiscal year unless continued by 
new legislation. Congress has not enacted new legislation prior to June 30 in any 
year. In 1954, it was not until September 3 that the appropriations act for this 
program was approved. The dates of approval in previous years have been as 
follows: 


Fiscal year 1953, Public Law 549 dated July 15, 1952 

Fiscal year 1952, Public Law 249 dated October 31, 1951 

Fiscal year 1951, Public Law 621 dated July 26, 1950 

Fiscal year 1951, supplemental, Public Law 843 dated September 27, 1950 


9. During the interim between the end of the fiscal year and the approval and 
appropriation of funds under the new legislation, the program has been operated 
under authority of joint resolutions of Congress which almost always contained 
some limitation on the rates at which funds could be obligated. This has resulted 
in a period of from 1 to 3 months at the beginning of every fiscal year when there 
was uncertainty at every operating level as to the continuance of the program, 
with resultant hesitance or inability to move forward. This slowdown at the 
beginning of each year has resulted in a corresponding stretchout in expenditures 
a year to 18 months later. 

10. Congress has never authorized and appropriated money for the full pro- 
gram recommended by the executive branch. It has therefore been necessary 
euch year after the conclusion of congressional action to adjust plans and pro- 
grams to conform with the authority and the funds made available by the Con- 
gress. This reprograming involves coordination by the Department of Defense 
with Department of State and FOA obtaining the reapproval of FOA on the value 
of country programs, and then a rejustification of the entire program to the 
Bureau of the Budget in order to obtain an apportionment of funds. These time- 
consuming processes have involved an average delay of 5 months. Thus the mili- 
tary departments have only a few months in any fiscal year in which to obligate 
large amounts of their MDA funds. This results in corresponding delays in 
expenditures. 
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11. During fiscal year 1955, the administrative lead time has been furthe; 
aggravated by the following: 

(a) The uncertainty as to the effect of section 1311 of the supplemental appro- 
priations act upon the availability of funds; 

(b) The difficulty and confusion resulting from changes made in reporting 
and accounting procedures to conform with the provisions of section 110 of the 
Appropriations Act for fiscal year 1955; and 

(c) A decision to delay, to the maximum extent practicable, funding of the 
undelivered balance of the fiscal year 1950-54 materiel programs until these 
programs could be thoroughly reexamined to insure their current validity by 
country and area in the light of changed conditions and concepts. 

12. Other reasons which have helped in the accumulation of the unexpended 
balance are: 

(a) MDA requirements had to compete with the higher priority requirements 
of the Korean war. 

(b) Transfer of large sums of Department of Defense MDA funds to other 
mutual assistance programs during fiscal years 1952, 1953, and 1954 necessitated 
revisions of the Department of Defense programs w hic h created additional delay 
in program implementation and corresponding delay in expenditure of funds. 

(c) Department of Defense MDA programs are developed on a mutually 
agreed forecast of the ability of recipient countries to receive and use equipment. 
The recipient countries have not always completely met the forecast of their 
ability to absorb the equipment which has slowed deliveries in several instances. 


Mr. Hensev. I am assuming here that I can talk perfectly frankly 
to you and even if it is taken down we will have a chance to point out 
to you what we think is classified. 

Mr. Passman. Surely. 

Mr. Hensev. I would rather not limit my testimony, so that I am 
trying to think of what is classified or not. [ would like to answer 
every question to the best of my ability for you fully. 

Mr. Passman. You may proceed. 


SIZE OF 1956 BUDGET 


Mr. Hensev. I think I was explaining our difficulty in the illustra- 
tive program, and why this year we did not present it in the form of 
illustrative programs and have not made them up. 

We approached this as an overall executive judgment, and 
endeavored through this calculation to test it, and we feel that it is 
very conservative and we are on the short side. 

I might say, so far as our programs are concerned before the start 
of this fiscal ‘year—and it is shown in the early pages of this book— 
we had programs that called for $200 million more than the money 
we had. Weare not asking to make that up any place. 


Mr. Taser. Off the record. 
( Discussion off the record. ) 


PERCENTAGE OF EQUIPMENT PROCURED FROM STOCK AND OPEN MARKE‘I 

e 

Mr. Passman. I wonder if we could get information as to the overall 
military programs percentagewise. What percentage of your equip- 
ment—planes and guns and things you have to buy—is made direct 
hy your agency, and what percentage is made through the military. 
and what percentage would be military turnover that we shall refer 
toasused? Are those figures available / 

Mr. Hensex. Let me understand. When you say “my agency”—— 


Mr. Passman. I am talking about this phase of the MSA program. 
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Mr. Hensex.. The Office, Secretary of Defense, does not produce 
anything. We utilize the military departments. 

Mr. Passman. Yes. 

Mr. Henset. Some stuff comes out of stock. Some stuff they buy 
new. It is my “understanding you want to know what percentage has 
come out of stock and what is bought new / 

Mr. PassMan. That is correct. 

Mr. Hensev. I will say that throws me down to go to the military 
departments again. It does raise a question, where they take it out of 
tock, but at the same time place a contract to buy it new. What do 
We Say ? 

Mr. Passman. Off the record. 

(Discussion off the record.) 

(The following information was subsequently supplied :) 


QUESTION 


“What percentage of items come out of stock and what come from production 
based on 1950 through 1955 programs? (Broken down; what do you have to go 
out and produce new and what can you take out of things that have already been 
produced ?)” 

ANSWER 
tir Foree 

Kor the. Department of the Air Force approximately 90 percent of the value 
of the 1950-55 program for aircraft and other items except vehicles and ammu- 
nition has been or is to be supplied from new procurement. In the case of vehicles 
and ammunition, the percentage is much lower. 

Illustrative of aircraft furnished from stocks are: 

B26 

T6 

B29 

C46 

F51 

F47 

F84E 

FS86F (in part) 

lliustrative of aircraft furnished from new procurement are: 

T33 

F84F 

F84G 

RFS84 

F86F (in part) 

RT33 

€119 

Harvard Mark IY 

Hawker-Hunter 
Vavy 

For the Department of the Navy approximately 70 percent of the value of the 
1850-55 program has been supplied or is to be supplied from new procurement 

Illustrative of items furnished from stocks are: 

Submarines 
Destroyers 
Landing craft (60 percent) 
TBM aircraft 
F6F aircraft 
SNJ aircraft 
P2V aircraft (13 percent) 
lilustrative of items furnished from new procurement are: All types mine- 
sweepers, 
lrmy 
ror the Department of the Army approximately 40 percent of the value of 
the 1950-55 program has been or is to be supplied from new procurement. 
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Illustrative of items furnished from stocks are: 
21%-ton trucks 
4 -ton trucks 
SCR 399 radio 
SCR 508 radio 
Truck, cargo (bridging) 
Bailey bridge 
Illustrative of items furnished from new procurement are : 
40-millimeter ammunition 
106-millimeter ammunition 
90-millimeter ammunition 
105-millimeter howitzer ammunition 
155-millimeter howitzer ammunition 
AN/TPS-1D radar sets 
AN/MPQ-10 radar sets 
Shop sets 
Boats, storm 


ITEMS EXCESS TO MILITARY TURNED OVER TO MUTUAL SECURITY PROGRAM 


Mr. Henset. We do show some items excess to the military depart- 
ments given to us without any charge to our appropriations, except to 
the extent we had to repair and rehabilitate it to make it useful. 

Mr. Passman. That was given to NATO without any charge? 

Mr. Hensex. I did not say NATO. It is worldwide. 

Mr. Passman. We will make it worldwide. 

Mr. Hensew. Yes. 

Mr. Passman. Could you place an estimate on the value / 

Mr. Hensex. I can give you the exact value as of January 31, 1955, 
for the excess stocks. This is the acquisition cost. 

Mr. Passman. I understand. 

Mr. Henseu. I cannot give you any value as of that time, but the 
acquisition cost. was $819,782,000. Out of our appropriations we spent 
$153,144,000 making that stuff good and usable equipment to be 
delivered. 

Mr. Passman. In effect that is merely increasing your appropria- 
tion, is it not, rather than going through the Congress for it, though 
the law permits it ? 

Mr. Hensev. That is increasing the equipment that becomes avail- 
able to us. 

Mr. Passman. That you would have to purchase otherwise if it were 
not available ? 

Mr. Hensex. Or would not get; yes, sir. That is quite correct. 

Mr. Passman. Proceed. 


ADMINISTRATIVE CHANGES IN PROGRAM 


Mr. Henset. Now, in explanation of this program I should like 
to tell you some of the administrative changes we made and some of 
the administrative difficulties that I felt I faced during my tenure. 
This is somewhat, if I may make it, of an accounting for what I have 
done and why I have done it. I do think it affects our whole approach 
to this program, and particularly the appropriations for the coming 
year. 

First of all, although I took over this job on March 5 of 1954, you 

recall I was made a principal to an investigation in the Senate, which 
absorbed all of my time down to May 26, ‘and most of my time until 
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that hearing ended on June 17, so that that investigation at least had 
the effect of removing me from this international security scene for 
that period of time. 

Prior to that time the only familiarity I had had with the program 
was certain studies I had made for Secretary Wilson in E surope in the 
spring of 1953, and some informal studies I had made in January of 
1954, when I was considering Mr. Wilson’s suggestion that I take over 
this job 

Before I did anything, however, I wanted to test some of the admin- 
istrative hypotheses that I had raised in my mind by an actual trip 
into the field. We went in July and part of August all through E burope 
and conferred with nearly all of the MAAG’s to try to get some “feel” 
of this program. It seems to me we discovered this: T his program was 
not. planned and had not been planned and executed as an integrated 
whole. It was rather a series of separate service- separate country pro- 
grams without any check or continuous check against the current con- 
ditions and the changes. It was also, from the administrative side. 
administered on a separate-service basis with a wide gap between 
planning and execution. 

The field agencies—that is, the commanders of the unified commands, 
the military assistance advisory groups who were right in the coun- 
try—although they were most familiar with those current conditions 
in the country never did adequately participate in the planning or the 
time phasing of the program. By that I mean the months in which 
you deliver the program to meet the needs and the capabilities of the 
country to absorb. They really just received it when it was ready and 
went ahead. 

Also, the planning criteria were extremely general. They had been 
made up largely in 1951, and they had not been reexamined in the light 
of current economic = political conditions or changed strategic con- 
cepts of modern w 

Now, we started first in an effort to analyze this program to try to 
find out the total amount of money actually spent as of the most recent 
practicable date, and the total amount of money on a principal-item 
basis procured through the expenditure of that money, on a centralized 
basis. 

Maybe it strikes you as peculiar that that was not on hand, but it was 
not on hand. It was an extraordinarily long and arduous mechanical 
job to get it. We now have it. In this book that is presented to you 
here you will see that we have not given all the principal items but we 
have them in the backup. We at least know what we have spent on a 
global basis and what we have gotten for the moneys in the line of 
principal items; global, area, country, and service. 

This is not just simply a book for presentation to you. It is a proto- 
type of control statistics that we will use to follow the program. If 
you turn to any country you are interested in, you will be able to find 
what the total program was on March 20, and what part of it had been 
performed on January 31, 1955. We will get that more current as 
time goes on. - 

But this, in my opinion, is a great step forward in an ability to con- 
trol and understand this program. 


64418—55——5 
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BREAKDOWN OF PROGRAM BY COUNTRY 


Mr. Passman. Mr. Hensel, do you have the amount requested this 
year also broken down by countries / 

Mr. Henset. No, sir. 

Mr. PassMan. Inasmuch as it has been itemized in the past, should 
that information not be available to the committee 

Mr. Henseu. You would have to tell me just what is going to happen 
in the next year, Mr. Chairman. That is my problem. 

Mr. Passman. You have an estimate based on your request. 

Mr. Henset. I know of certain expenditures I am going to face. 
That is why I tried to check this $1.4 billion. I know I am going to 
have current administrative expense of $24 million. I know I am 
going to face the problem of maintaining the equipment we have, and 
the problem of providing spare parts. That is all our own current 
expense, down to that item, $524 million, which is military assistance 
commitments. The executive commitments made subject to the will 
of Congress, you can turn down, and I will tell you what they are. 

For mutual weapons development we estimate $50 million across 
the board. To break it down into countries it would be very difficult. 

Mr. PassMan. You have broken it down in this book here. 

Mr. Hensev. That is as to the program that I found. 

Mr. PassMaANn. Yes. 

Mr. Henset. I am going to tell you we are examining that whole 
program now. I could make up a program for you just as they have 
done in the past, but they are not worth anything after you get 
through. 

Mr. PassmMan. You have given us information that would indicate 
the amount spent in each country. 

Mr. Hensev. Yes, sir. 

Mr. Passman. Military. 

Mr. Henset. Yes, sir. 

Mr. Passman. I am just wondering if that could be projected for 
the next year, inasmuch as you are making a request for a certain 
“mount of money to carry on the program. Could you give us an esti- 
mute as to what would be spent in each country ? 

Mr. Henset. You are talking about expenditures? I am terribly 
sorry. I thought you were talking about new appropriations and 
obligations. 

Mr. PassMan. I am speaking of the amount of money you are re- 
questing for the next fiscal year. Could you break it down and give 
us your opinion as to what nation would get this amount and what 
ration would get that amount? 

Mr. Henset. I do not think honestly I could do it. I think if IT did 
go through the exercise I would be giving you something I did not 
believe and which you would not believe in. 

You could go through your life right now and do a very logical job 
for the next year of accounting for your time on an hourly basis. _ It 
could be very logical; with so many nights to go out for dinner, s0 
many nights to stay home, and that you would play golf on so many 
Saturdays, and soon. I could make up a book on that, and you know 
it would not be worth anything the day afterward, when you might 
catch a cold. f 
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That is the problem. But I can tell you in order to make the deliv- 
eries and furnish the equipment. for which you have given us the 
money, and which we plan to deliver, we will need right dow n to here 
[indicating]. This packaging, crating, and transportation is to take 
care of the equipment alre: ady in the program, for which we have 
money, and a large part of which we have made certain expenditures 
for. 

Mr. Passman. Mr. Hensel, I have just one question before we get 
on the charts, because we do want to follow those charts. 


DEVELOPMENT OF BUDGET FOR 1956 


How do you make up the program of the amount of money you 
would need to carry on the program if you have not estimated the 
amount of money you would spend in those countries to get this 
equipment ? 

Mr. Henset. As I told you before, that is not the way we made up 
the $1.4 billion. We made it up on the basis of an overall estimate 
of the program, on the most conservative basis possible. 

I did not, at the time we hit on $1.4 billion, change these figures 
before me. We tested them and found out that we have known needs 
we can put dollar signs on for $3 billion. I can give you those. Asa 
matter of fact, they are in this testimony which we have made a part 
of the record. 

We are not planning to carry them out. I can tell you about other 
programs, such as defense of cities in Europe, for which we cannot put 
a dollar mark on today. Just which type of defense will you use, and 
how will those cities be defended? That is now under serious study 
in a research center called the SHAPE Air Defense Technical Center, 
which has been financed out of this program, the mutual weapons de- 
velopment program (MWDP), in prior years. It is not included in 
that estimate of $50 million, although we believe additional money 
will be needed, and we will probably use some for it. 


DIRECT FORCES SUPPORT 


Mr. PassMan. You have an item for direct forces support. How 
do you arrive at the amount required for that program, unkss your 
program has been firmed up? There is bound to be some way you 
arrived at this figure, and what country would get this money. Other- 
wise it would never come to a total amount, would it? 

Mr. Hensev. We have, as you have emphasized before, some un- 
expended balance of roughly $7 billion. The majority of the heavy 
hard goods equipment that will be delivered in the coming fiscal year 
will come out of that money. 


EFFECT OF NONAPPROPRIATION OF UNEXPENDED BALANCES 


Rooney. With respect to this $7 billion which has been pro- 
gr aa but as yet is unexpended. if you are not permitted te ontimue 
with that $7 billion what would be the consequences, if any, in loss of 
_ responding defense against Communist aggression by our military 
alliance ? 





Mr. Hensev. Well, first as I indicated before I think we would be 
serving notice on our ‘allies—— 

Mr. Rooney. Moneywise? 

Mr. Hensev. Moneywise you would lose the whole $7 billion. What 
effect it would have on them reducing their efforts, and saying, “the 
United States is not worried; why should we be?” I do not “know, 
You would lose the $7 billion. 

Mr. Roonry. You would lose the $7 billion, but would we not as 
American taxpayers lose a certain amount in comparative contribn- 
tions ? 

Mr. Hensex. That is what I say. 

Mr. Rooney. In defense against Communist aggression ? 

Mr. Henset. That is right, 

Mr. Rooney. Would it be fair to say that we would lose military 
alliances to the extent say of the comparison you made earlier bet ween 
$43 billion, for instance, in NATO expended by European nations and 
$7. 8 billion expended by the United States? 

Mr. Hensev. Well, how much they would say, “We will just sur- 
render” I do not know. I do not think they would do that. I think 
their efforts would drop, but I cannot tell you just how much they 
would drop. 

Mr. Rooney. Would you say it would drop in an amount far in ex- 
cess of the $7 billion of American money ? 

Mr. Henset. Well, I would worry that it would; yes, sir. 

Mr. Roonry. Go ahead ; I am sorry to have interrupted. 

Mr. Hensev. I must admit I have very little basis for that, but it 


would be a terrific shock to tell our allies we did not really believe in 
this concept. I think you have to face the fact that is the way it 
would be interpreted, and that is what we would mean. I cannot think 
of any more inopportune time, if there ever was an opportune time, 
than to do it just before we are about to start the conference at 
Geneva. 


DIRECT FORCES SUPPORT 


May I go back, Mr. Chairman, to the “Direct forces support.” We 
did not make that calculation. We will inherit the administration of 
it on June 30, and I would like the FOA people to talk in detail about 
the calculation as they made it. 

That calculation is related not to the money we obligate this year 
for delivery in some other year, but it is related to the strength that 13 

to be maintained in the coming fiscal year. Of the amounts of mone! 
shown here, that we feel will really go out in this coming fiscal year, 
because it has always been appropriated and spent on more or less 0! 
a current basis. It runs down to this line here [indicating] with « 
certain proportion of these items [indicating]. 

Facilities assistance, which largely goes into the establishment, re- 
habilitation, expansion, modernization, or modification of facilities for 
the manufacture and maintenance of munitions has an extraordinarily 
long lead time, so only a small amount of our facilities assistance 
money would go out. 
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BREAKDOWN OF 1956 PROGRAM BY CATEGORIES 


Mr. Passman. Mr. Hensel, would it be possible to have a small chart 
like that inserted in the record ¢ 

Mr. Taper. Off the record. 

(Discussion off the record. ) 

Mr. Roonry. Mr. Hensel, will you prepare an insertion for the 
record at this point, which will be comparable to the chart, without the 
detail ¢ 

Mr. Hensex. We will put the chart in. 

(The chart is as follows :) 


DEPARTMENT OF DEFENSE 


Mutual defense assistance program fiscal year 1956 estimates 


{In millions of dollars] 
v qoneery 


; Deateatien of the i inv estment : : 
Maintenance and spare parts 
Training 
Packing, crating, handling, and transportation 

. Commitments: 
Support of international military headquarters 
Infrastructure 
Military assistance commitments 

’, Projects for improvement : 
Mutual weapons development 50. 
Facilities assistance 20. 

. Balance of fiscal year 1956 for requirements exceeding $1.5 billion 145. 


Mr. Roonry. Proceed, Mr. Hensel. 
CHANGE IN CONCEPT OF PROGRAM 


Mr. Hensex. I had just made clear the progress I felt we had made 
in being able to have centralized statisties on the basis of what we 
had done and what we planned to do. I did not feel, however, that 
that was enough, because we wanted to make a check in the field of the 
serviceability and the usefulness and future maintenance requirements 
of the material already prepared and delivered. We also wanted to 
take these amounts that are sought to be accomplished and put them 
on a time-phased basis. We w anted that first done in the field, where 
the man who knew what the forces in being were and what they con- 
sisted of could say when items are needed and when they could be 
used, and then studied back in W ashington, where we could see whether 
or not we could get that schedule by availability. That had never been 
done before. 

At the same time we wanted the views of the men in the field as to 
what if any material had already been delivered which was excess 
to their needs, and also what was programed for delivery that was 
excess to their needs. That had not been done. That is a long- range 
problem. | 

We have not found the final answers as yet. But the necessary 
forms have all been agreed on and have gone out into the field, and the 
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reports are coming in. We are going to find that we have delivered 
items that are not needed in the country and there will be excesses. 

Now, you have to understand why this happened. You have to 
remember that at the time this program was laid out—and in sub- 
stance it was laid out back in 1951—everybody was trying to build 
it up on the concept of a year of greatest danger. Everything would 
be done and everything would be ready by that time, so it did not make 
any difference whether you had any balance on delivery. 

Now with our newer concept it is believed that we have a long perio 
of indefinite danger, where it is very important that everything be 
in balance right along. 

Let me give you an example. You are going to build a hotel with 
50 rooms, and you are going to have it ready 12 months from now, 
when you will open the door wide and everybody will rush in. It 
does not make any difference whether you buy the beds before you 
buy the bed linen or whatnot. It all would be done when you open 
the hotel. 

Now the concept is that you are going to do it room-by-room. You 
this year are going to have 5 rooms open for use. You had better not 
have all of the beds and bed linen for the 50 rooms, but rather should 
have the beds and bed linen for the 5 rooms. 

That is a change in planning, as so frequently happens, or a change 
in philosophy, that was done to translate this down to the bill of mate- 
rials and get it checked intelligently in the field. 

You will remember that when General Gruenther was here he told 
you that was absolutely essential in the defense of Europe. 

Now, those concepts had not been applied to this program, and I 
might say that that last concept from the standpoint of a searching 
analysis of the amounts programed and what is to be done has not vet 
been reduced to the bill of materials and specified training. 

There is serious question, for instance, as to what will be the size of a 
division under that strategic concept. By a division I am referring 
to that unit which is self-sustained, and which we use now as something 
around 15,000 to 18,000 men. There is some thought that you may 
have a self-sustained unit with much more increased mobility, less 
easy to hit, with 8,000, 9,000, or 10,000 men. 

That will have a serious effect on equipment. For these reasons I 
have worried a great deal about the past program, and I want to have 
it studied most carefully, and consequently have reduced our thinking 
for next year to what I regarded as the minimum. 


NEED FOR NEW FUNDS AND USE OF UNEXPENDED FUNDS 


Mr. Passman. Mr. Hensel, I have followed you very closely there. 

Based on the request for this year, the amount of unexpended bal- 
ances available for the future are such that this program really could 
go full steam ahead for 3 vears, could it not, just based upon the aver- 
age amount for the past 3 years, even though you did not get any 
money ? 

Mr. Hensex. If you would say 2 years and a fraction I would agree 
with you, sir. 

Mr. Passman. $9,531,000,000 ? 

Mr. Hensen. The only thing I can follow is just the military as- 
sistance part of it. That is $7.2 billion or $7.1 billion. 





65 


Mr. PassMan. This says $7 billion. 

Mr. Hensext. Right. 

\Ir. PassMan. Asof April 30. 

Mr. Hensex. Yes. 

Mr. Passman. In other words, there is sufficient money available in 
the pipeline to go full steam ahead for 2 years plus, if you had no addi- 
tional money ? 

Mr. Hensex. That is correct, sir. May I say there is a proviso to 
that, sir. 

Mr. PassMaAn. The planning? 

Mr. Hensex. No. Right away, that has all been programed. 

Mr. Passman. Yes. 

Mr. Henset. ae it is assumed that that will be delivered, and it 
represents materiel and hard goods and training schedules. There 
are very few training schedules, because most of those are completed. 

Mr. Passman. Yes. 

Mr. Hensext. That would mean that for all these items, such as 
Administrative Expenses; Maintenance Spare Parts; Training; Pack- 
aging, Crating, and Handling; Support of International Military 
Headquarters; Infrastructure of $122 million—I would have to slash 
some material programs to get that money, because those are current 
operating expenses. 

Mr. Passman. I understand. 

Mr. Hensex. There is nothing there in the $7 billion. Further- 
more, if I were to carry out or start carrying out any of these condi- 
tional commitments to the allies that are listed here, I would also 
have to take that money away from some of those other programs. 
Now, to do it on that basis—and do not think I did not consider that— 
I have had to face the fact I could not do an intelligent job on that 
angle. I would just have to slash with a “meat axe.” 

My experience has been that if you do that, just take away from a 
program, or stop a program, that will be the end of the administrative 
consideration of that program. It is very difficult to revise it. We 
honestly thought the more intelligent approach was to try to reduce 
the amount and tell you very fr ankly that we are going to examine 
that entire $7 billion and are going to try to spend it ‘intelligently. 
I have cut down the rate of expenditures this year. I hope T have 
not lost on it, and I know that I have made mistakes, but I have tried 
not to deliver items and to spend money unless I had some reasonable 
assurance that under all these changed concepts that would be neces- 
sury. I am continuously hounded by the specter of delivering roller 
skates when I should be delivering red wagons. We will be down on 
expenditures to about $1.7 billion. 

Mr. Passman. Off the record. 

( Diseussion off the record.) 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Hensev. I will bring in now this question of offshore procure- 
ment, and the important thing to my mind is getting these nations to 
help themselves more and more. 

Everything we are trying to do is directed toward that end. I think 
that offshore procurement could be utilized more than we have used it. 
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When offshore procurement was first designed—and by that I am 
limiting it to the items we buy abroad for this program, and I am 
excluding the items that our troops stationed abroad buy for their own 
consumption, although that could be called the same thing—we were 
just anxious at the start to get the necessary equipment. There was 
some element of economic assistance in it. You remember the story 
of the dollar gap and this caused a flow of dollars into these foreign 
nations. ‘The burden financially would be tremendous. I do not know 
whether our factories could respond, but I would just hate to. face 
the problem of transportation even if the one or two hurdles could be 
gotten over. Some of our offshore procurement should be directed 
as much as possible to building up those nations’ facilities and build- 
ing up a sense of responsibility to keep the facilities going. In the 
future I hope when we place offshore procurement orders we wiil do 
it as much as possible each time by requiring the recipient nation to 
match at the start, maybe not in full but in small degree, that order, 
or give us a promise they will pick up the follow-on order so that we 

can 1 phase these out and they can phase in, and we will be concerned 
with that objective rather than cheapness of price, or competition in 
terms of delivery, speed, quality and all of that. 

If I had a $20 million ammunition order to place over there, frankly 
I would rather pay a few dollars more for that particular order if it 
were going to be the last time I was going to have to buy it rather than 
save something on the price and realize I was committeed forever to 

carry that on, or have the facility go down. 

I am hopeful that you will leave out of the bill the provisions that 
I think occurred first in the Senate last year that required certain 
finding to be made in respect of the offshore procurement order. The 
emphasis there is on just one more form of procurement. I think that 
is a most excellent vehicle if we will be allowed to use it, but as long 
as those requirements are there and there is the finding I have to make 
that it is a competitive price, then I am helpless. 

Mr. Passman. With regard to the offshore procurement program, 
how does the quality and the volume of equipment compare with what 
we can furnish from the States ? 

Mr. Hensex. The quality, I am told, is very excellent. It compares 
very favorably. I have been told that by many people. I have had 
some demonstrations of it. I remember that the Raytheon people 
were very excited about some electronic equipment they had licensed 
to be manufactured in Italy. They had 2 items, 1 painted red and 1 
painted yellow, each consisting of about 8 parts, and you could take 

1 all apart and put together a ‘heterogeneous one and everything was 
iaaalanas We have had items that did not pass inspection. 
We have had those in the United States. 

So far as the price is concerned, the price has started out a little 
— than in the United States—and I am talking in extreme gen- 

‘alities—but has gotten down now to a point where I am confident 
if we give them the same quantity of orders it would be very com- 
pt arable. They do good work and they do it efficiently. It is awfully 
hard, however, to compare the cost of 100,000 units with the cost of 
10 million units that we get in the United States, and that has been 
one of our great difficulties with the criteria we have had to meet, 
vis-a-vis the prices here. 
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What we face now all the time is that we place these offshore pro- 
curement orders in the different countries and they come to an end 
and there is no one standing there to carry on the facility. Leaving 
aside the problem of unemploy ment—and IT have just received a tele- 
gram from George Meany of the A. F. of L. this morning about an 
Italian plant that lost out in competition and I should do “something 
in order to avoid 1,200 people being put out of work—we face that all 
the time. I want that transferred to the country concerned. IT have 
nT, if we stay on this road we will get a great deal accomplished. 
While I do not like to tell you where this approaches the zero, T will 
tell you it will never approach the zero if we do not start working 
toward getting there. 

Mr. Passman. What will be the position of the economy of these 
countries where you have offshore procurement programs, where they 
manufacture purely military items, and you finally reach the peak of 
thisthing? What will you do with a factories then ? 

Mr. Hensen. I am hopeful, No. 1, if I succeed along the lines that 
I am talking about, I will have ph: slat those countries into the work 
_ the companies will look to them for continued work. T think, as 
has happened in some of our military production here, you are going 
to have to go down to a level that you might call a sustaining level, and 
planning has already started in NATO and they are thinking along 
that line of when we may have to get these industries on a, let us say, 
slow turnover basis. 

Mr. Passman. If they switch from military they will be producing 
something for their own economy. 

Mr. Hensex. Some of it you cannot do. It is hard to take a shell 


loading plant and switch it to any purely civilian use. 
(Discussion off the record.) 


EXAMINATION OF PRESENT PROGRAMS 


fr. Hensen. Now, I have told you of the establishment of the con- 
trol statistics and our investigation of the present program on a time- 
phase basis. But those are all on the assumption these programs are 
exactly the right programs in the sense of the bills of materials and 
training un der the latest militar y concept. Tam not a military expert, 
as you know, and I have certain skepticism about that, and T think that 
we must examine it. We do have groups that are now examining the 
existing programs and trying to make sure that we do not deliver 
an :ything that cannot be utilized under almost any concept of military 
strategy. 

The: argument of our military experts has always been—o not argue 
about the character of the individual calories in‘a diet so substandard 
that it is barely keeping the individual alive. I think there is some- 
thing to that, but I would like to be sure that I am giving them as 
much protein as I can and as little of the unnecessary as possible. 

So we have a group that is assisted by the strategic research groups 
in the three services now making a quick study of the existing pro- 
grams and to whom we look for guidance as we obligate and as we 
spend. 

That, in my opinion, does not solve the problem either. It is most 
important to get this on a long-range, international security plan, 
where we know what our objectives are, and into which is integrated 
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the new look thinking of the Joint Chiefs of Staff, the changed con- 
cepts of European strategy which General Gruenther outlined to you. 

We are sending an outline out to our military assistance advisory 
groups and military commanders as to how many divisions are neces- 
sary to do the work, and asking in the first instance the people in the 
field, and the military advisory groups, to send in their estimates of 
what is necessary to accomplish those objectives and how it can be 
phased in on a year basis, and along with it their comments as to the 
economic side and the political side of the other members of the country 
teams. 

The military commander sitting in the area, CINCEUR so far as 
NATO is concerned ; CINCPAC so far as the Pacific is concerned, will 
merge that into an overall plan for that area, adding his comments as 
to what he thinks can be accomplished and making sure that the provi- 
sions of the individual nations will be on an integrated basis. When 
that comes back it will be submitted to the Joint Chiefs of Staff and 
the military departments and we believe then we will have a long- 
range international security plan that we can lay out and we can then 
see how the steps will be taken toward the accomplishment of those 
objectives. 

Mr. Passman. Are we not committed in this program? It is so big 
and so broad that it is necessary to make commitments of an author- 
ization ? 

Mr. Henset. Mr. Chairman, I do not think it is necessary to make 
commitments. I think that it is necessary to make plans. I woul 
like, when we get this plan—and it will not be ready until some time 
in December, and then there may be a slippage—to come to you ani 
try to convince you, first, that the ultimate objective is right, and then 
I think we can discuss much more intelligently the steps we will take 
toward it. I do not think you can get it overnight, or in any 1 year. 
Frankly, until we have had discussions with you, I am very reluctant 
to make commitments. Sometimes you have to. 

( Discussion off the record. ) 

Mr. Passman. Your plans at the present time do not go beyond the 
money available and the appropriation for this year ? 

Mr. Henset. It goes $200 million beyond. 

( Discussion off the record. ) 

Mr. Passman. We will recess until 1:30 o’clock this afternoon. 


AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 

Would you like to proceed with your testimony, Mr. Secretary ? 

Mr. Henset. Yes. If I might for just a moment remind you that this 
morning, as far as I got into the program I wanted to lay before you, 
I wanted to explain the philosophy of our foreign policy in its con- 
cept of collective security through alliances, and then I wanted to 
point out to you the administrative and procedural changes which had 
been made in the past year which we believe will enable us both to con- 
trol the program, to test it, and to scrutinize it more carefully. 

I mentioned first of all that we had now established centralized con- 
trol statistics which would enable us to know both on a dollar basis and 
an item basis where we have been and whe1_ we were going, which was 
new. Also we were working to, had not yet fully accomplished, laying 
out our program on a time-phased schedule which would take into 
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account the needs of the nations involved, their abilities to absorb it, 
and also the availability of the equipment. 

I thought that would be really accomplished in a month or so. That 
will also show the extent to which there are any delivered excesses, and 
I tld you that in my opinion there will be revealed delivered excesses 
es can be moved around. 

J also mentioned to you the fact that all of that was based on the 
assumption that these programs for which you had previously appro- 
priated money, and which you previously approved, were sound, and 
they were being reviewed on both a short term basis and a long term 
basis. 

Short term was to make as certain as we could that we delivered 
nothing which would be not useful and not needed, and long term in 
that we would prepare a plan which really would lay down what we 
were trying to accomplish and make certain that all of our material 
schedules and training programs were moving toward the accomplish- 
ment of that long term objective. I did not feel that would be avail- 
able in any usable form until the presentation for fiscal year 1957. 

So in this particular fiscal year we are coming to, we are in a period 
of what I would regard self-appraisal and reappraisal of the entire 
program which previously had been approved. 


INTERNAL ADMINISTRATIVE ADJUSTMENTS 


T think I ought to mention two other things we have done internally 
in my Office, in that we have established planning on both the short- 
term and long-range basis as a separate function rather than merging 
it in with execution, and we have set up another group which will fol- 
low the execution of the programs once they have been approved, see 
to it that the material is delivered on this time-phased basis. 

Then also, in an effort to get figures that we can rely on and that 
always will be the same, and will be consistent with the three military 
departments, instead of establishing our own separate comptroller’s 
office or accounting office, we have gone to the Comptroller of the 
Office of the Secretary of Defense and said “We are going to hire you 
to set up our group. We will draw the conclusions ‘from the figures, 
but we want you to be responsible for the accuracy of the figures and 
the certainty that when we make decisions we have in our hands all 
ef the pertinent information that you think should be considered.” 
_ Maybe that doesn’t sound like an innovation but it is a considerable 
Innovation. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Passman. If it is in order I would like to clear up 2 or 3 things. 


INCREASE IN GROSS NATIONAL PRODUCT OF EUROPEAN COUNTRIES 


I read an article a few days ago stating that the gross national prod- 
uct, the national income to recipient nations of Europe, was an average 
of 65 percent above that of the prewar years. Is that true? 

Mr. Hensex. I cannot answer that question, Mr. Chairman, I re- 
gret. JT will find out the answer and supply it. 

Mr. Passman. And the statement went on to say they could prepare 
oun and make war on a lower economy than they have at this 
ime. 
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Mr. Hensev. I would question the latter statement very seriously, 
All of the information we have indicates we have not yet been able to 
bring, and I am thinking particularly of Europe which is the most 
advanced and consequently my answer with respect to the other parts 
of the world will be a fortiori, are not yet at a point where they can 
sustain themselves in the effort that might have to be made in the event 
of a conflict such as General Gruenther described to you. 

Mr. Passman. These nations are up to 165 or 180 percent of prewar 
production. If that is true then why wouldn’t they be in position to 
do even more than they did in World War IT and prior to World War 
II in their buildup ? 

Mr. Henset. I am just assuming the correctness of that, although I 
do not know it. Iama little skeptical about it. 

Mr. Passman. Speaking percentagewise of the production ? 

Mr. Hensex. Yes. I am a little skeptical about that and also the 
use of averages. 

If I get a statement of the average height of all of the objects in the 
parks surrounding the Washington Monument I will get something 
not very descriptive. The monument sticks way up and the rest are 
blades of grass. I approach your question with a little bit of caution, 

I think there are needs of the rehabilitation, those countries were 
badly hurt, they are moving into a new social approach and I think 
there are heavy demands on them. 

We have here a statement of gross national product of the different 
countries as best we can determine it. You know there is always some 
question as to the aceuracy of those figures. 

Mr. Passman. We found that out. 


DEFENSE EXPENDITURES 


Mr. Hensev. The defense expenditures they have made on a 1953-54 
price basis, showing it both as to the percentage of their Central Gov- 
ernment budget and the percentage of their gross national product 
which they are devoting to defense. I have always felt that the figure 
which gave you the best feel was the percentage of the gross national 
product devoted to defense; but even that is subject to some qualifica- 
tion that you cannot translate into a statistical study, and that is the 
per capita income of a country. 

Obviously if the per capita income of a country is very low, the per- 
centage that they can devote to defense will be lower than a country 
which has a relatively high per capita income. 

I think the conclusion you draw is proper that some are doing 
extremely well and others are disappointing, but I think we are making 
progress. 

Mr. Passman. If it is not too voluminous do you think that, state- 
ment should be inserted in the record ? 

Mr. Henset. I see no reason why it shouldn’t. It is not voluminous. 
It is three sheets. 

Mr. PassMaAn. Does it indicate gross national production is higher 
than in prewar years? 

Mr. Hensev. It has no comparison. It has the gross national prod- 
uct for the 1953-54 period. I don’t have it on any prewar basis here. 

T would like to run down that statement you made about 168 percent. 

Mr. Passman. Without objection we would like to have that infor- 
mation, then, picking up 5 years prior to World War IT and after 
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World War LI. Then we can compare the gross national product in the 
postwar period compared to the prewar period. . 

Mr. Hensex. I assume you feél, too, as I do, we will have to make 
adjustments for differences in price levels if we use money as the 
common denominator. 

Mr. PassmMan. Yes. 

Mr. Hensen. But you will find countries like the United Kingdom 
devoting close to 10 percent of its gross national product to its defense 
budget. 

Mr. Taser. How much? 

Mr. Hensev. 9.8 percent of the gross national product and 34.5 per- 
cent of its overall budget. 

Mr. PassMAn. How would that compare to what we are doing here ¢ 

Mr. Hensev. I think ours is between 12 and 14 percent. 

Mr. Taper. In other words, ours is better than 55 percent of our 
budget ? 

Mr. Hensev. Yes. Talking in terms of central government budgets 
the precise figure is 62.8 percent. 

Mr. Taner. As to the income it is approximately 11 to < gone ? 

Mr. Hensex. I am sorry. It is right here. We show 11, 10.9 to 
be exact. 

Mr. Taner. I said 11 to 12. It is close. 

Mr. Hensen. I was a little high. 

Remember, sir, that we have the highest per capita income. 

There are countries that I think can do better and which I would 
like to see do better. There are others that I think are straining 
themselves. I think, for instance, Turkey, with its low per capita 
income, at approximately 7 ( percent, 6.7 percent of its gross national 
income going into defense, is straining. 

Italy is 4.3 but there you have the need for a considerable amount of 
expenditure on the social side. They are putting in only 21 percent 
of their national budget in military expenses. 

I will insert this in the record, then. 

(The information referred to is as follows :) 

DEPARTMENT OF DEFENSE 
Defense expenditures as a percent uf cross national preduct (estimated United States 
fiscal year) 
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Defense expenditures as a percent of central government budgets! (estimated Unit-d 
States fiscal year) 
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to total government expenditures. 
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Source: FOA table C-2 dated June 1, 1955. 


Defense expenditures as percent of gross national product and Central Government 
budget for 1954 and an earlier date for selected countries! 
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1 Data shown are based on fiscal year most closely corresponding to calendar year date shown. 
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tries are left to local units, the Central Government budgets are relatively larger, minimizing the relation o/ 
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funds with the exception of small amounts used to finance defense expenditures. 
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uross national product, total central government expenditures and defense expenditures 
by country 


ESTIMATED UNITED STATES FISCAL YEAR 1955 


[Millions of United States dollars] 
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' Gross national product at market prices. For current year 1954, gross national product data represent 
estimates on basis of most recent economic indicators. 

? Intercountry comparison of defense expenditures in relation to total central government budgets may be 
misleading. In those countries where the central government performs functions that in other countries 
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* Excludes large expenditures from FOA, CRIK, and UNKRA counterpart funds with the exce} t »n of 
small amounts used to finance defense expenditures. 
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Mr. Hensev. I will not say I am satisfied but I am encouraged by 
it. [think we are moving in a sound direction. 


OBLIGATIONS IN LAST 2 MONTHS OF FISCAL YEAR 


Mr. Passman. Perhaps you would like to comment on this, Mr. 
Secretary. The table on page 30, section 1, indicates a total—— 

Mr. Henset. Speaking of France now ? 

Mr. Passman. On the overall program. It is on the overall mili- 
tary program. 

Mr. Hensex. All right, sir. 

Mr. Passan. It indicates $3,557 million avaliable for obligation 
in fiscal 1955. Section 108 of last year’s act provided a limitation on 
obligations to not more than 25 percent in the last 2 months of the 
fiscal year. 

One quarter of the $3,557 million is less than $900 million. Your 
table indicates you propose to obligate and reserve $966 million in 
the last 2 months. 

Mr. Murpny. The Department of Defense portion of that, Mr. 
Chairman, is the 803.2 plus the 348.6, which would make a total of 
951.8 for May and June. 

Mr. Taser. That would be more than 25 percent of the total. 

Mr. Hensev. That is correct. 

Mr. Comer. It depends on what is the intent of Congress when sec- 
tion 108 was passed, and the meaning put to the word “oblige ation.” 

Section 108 specifies that 25 percent of the funds made available by 
this act shall not be obligated in the last 2 months of the period. 

Our actual obligations for the last 2 months of the period are esti- 
mated at $347.4 million. 

In addition to that we are estimating on putting in reservation, in 
accordance with section 110, $603.2 million, a total of $950.6 million 
which is in excess. 

Mr. Passman. Then on that basis we have to accept a reservation as 
an obligation, then ¢ 

Mr. Hensex. You would if you felt we were exceeding it. 

Mr. Comer. That is right. 

Mr. Hensev. We have gone on the assumption that obligation meant 
the strict obligation and not the reservation. 

Mr. Passman. All right. 

Mr. Comer. I think it is a legal interpretation. 

Mr. Henset. We have very frankly interpreted “obligated” as used 
it, that 25 percent requirement as meaning really obligated and not 
reserved. 

Mr. PassMAn. That was obvious here. 

Mr. Hensev. We have discussed that with our counsel and with the 
General Accounting Office and I think that is their interpretation. 

Mr. Passman. It would be the actual obligation rather than a 
reservation ? 

Mr. Hensev. That is right. Then we feel we are well within, with 
$347 million. 

Mr. Comer. The obligation actually follows the reservation. Funds 
were placed in reserve in anticipation of reimbursement to the mili- 
tary departments’ appropriations. 
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The military departments actually obligate their own funds. The 
obligation is at the military department level. 

Mr. PassmMan. You are not going to interpret the reservation as an 
obligation, so we would not be in a position to interpret a reservation 
ats i obligation. It must work both ways. 

Mr. Hensev. We have always phrased it by saying that from the 
standpoint of carrying money forward after you passed 110 that the 
reservation had the same effect as the obligation. 

We did not feel it was the same as an obligation in all of its phases 
because it obviously does not involve a commitment to somebody out- 
side the Government at that time. 

Mr. Passman. It would appear to me that it could not work one 
way so far as you are concerned and in another way so far as the com- 
mittee is concerned. 

We must be able to approach the reservation and obligation on the 
same basis. 

Mr. Hensen. You cannot make it the same throughout, of course. 
You can give it certain legal effect. 

Let us be quite frank. When we reserve money and give an order 
to one of the military departments, the United States Government’s 
name is not on the line in the same sense as when we make a contract 
with a supplier who may then sue us if we don’t pay. 

There 1s nothing you can do to change that. The reservation turns 
into that same'type of obligation when you can be sued when the mili- 
tary department places the order. 

But we understood it that so far as carry forward was concerned 
that you would treat money reserved against programs which actually 
had been given to the services as the same as obligated—the same as 
obligated—for the purpose of carrying forward. 

I struggled and used to argue with my lawyers and staff that we 
ought to make no difference between reservation and obligation, but 
they have talked me out of it. 

Mr. Taser. I think the trouble is this: 

Section 108 preceded section 110 in the public law, and it was not in 
(lisagreement at the time this final language in section 110 was worked 
out mn the Congress, and we didn’t have any authority to let. section 
108 cover both obligations and reservations. Do you see / 

Mr. PassMAn. Yes. 

Mr. Taner. That is where the trouble lies. 

Mr. Hensex. I think you put your finger on it. 

Mr. Taner. We ought to correct that language in the coming bill. 

Mr. Passman. We will have to correct it. 

Proceed, Mr. Hensel. 

_ Mr. Hewnsex. Continuing with this presentation, I would like to 
interrupt the description of our appropriations request by referring 
to this book which I previously told you contained the statistical data 
which would enable you to tell what had been delivered. 

Mr. Passman. That is the large book ? 


EXPLANATION OF FINANCIAL TABLES IN JUSTIFICATIONS 


_ Mr. Hensev. Yes, and I would like to refer specifically to the two 
hnancial tables on pages i and iii. Those are the very first sheets 
other than the cover sheet. 


64418—55——_6 
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In these two tables we have endeavored to summarize the total 
appropriations from fiscal year 1950 through fiscal year 1955, and to 
ao also the transfers of funds away from the Department of Defense 
responsibility, the allocations which were made to other agencies, the 
losses of unobligated balances which were not reappropriated in prior 
years, and the rescissions and other transactions which resulted in 
subtractions from and additions to the total appropriation. 

Each of the figures shown on these two sheets can be explained in 
detail by the members of the Joint Comptroller ISA fiscal staff which 
I previously explained is responsible for all of the fiscal and statistical 
data used in the ISA Division. 

I would like to refer to some of the total figures which I believe are 
significant and worthy of notice at this point. 

The first tabulation, sheet i shows the individual and cumulative 
total appropriations for the fiscal year 1950 through 1954, both in- 
clusive, and the total amounts appropriated aggregated $19,730 million. 

Then it traces it through the various transfers, rescissions, alloca- 
tions and losses because of nonappropriation to a net cumulative figure 
for the Department of Defense obligations for MDAP at the end of 
fiscal year 1954 of $15,402 million after deduction of an unobligated 
balance of June 30, 1954, of $2,422 million which was reappropriated. 

In terms of the last column that is the next to the last figure. 

The second tabulation starts with that figure of $15,402 million, 
which is the total net Department of Defense obligation for MDAP as 
of June 30, 1954, developed from the preceding tabulation, and brings 
forward the unobligated and unallocated balances as of the end of 
fiscal year 1954. 

In case you are not able to trace forward the unobligated balances 
of June 30, 1954, which was reappropriated for the fiscal year 1955, 
L suggest you look at item 4, the $1,949 million, item 5, which is $542 
million, and item 7, which is the minus $68 million, and you will see 
that they total up the $2.4 billion appearing as the next to the last 
item on the first sheet, so that you bring forward all of the unobli- 
gated money and your total fund availability at June 30, 1954, was 
$17,890 million from which you subtract $68 million not reappro- 
priated. 

That is without any allowance for section 1311 as yet. We do not 
know that precise figure, but that will be reduced 

Item 21 on the second tabulation shows the total net availability of 
funds for the Department of Defense obligated and unobligated for 
fiscal years 1950 to 1955 programs as of March 20, 1955. 

Item 25 sets forth the total amount of military assistance programs. 
as of the same date, March 20, 1955, and item 22 reveals the fact that 
as of that date the total military assistance programs as priced in the 
Department of Defense exceeded the funds available on that date by 
the amount of $216,174,000. . 


EXTENT OF MDAP OVERPROGRAMING 


As of March 20, 1955, MDAP was overprogramed by approximately 
+216 million. 

You may well ask at this point why the total programs were not 
reduced by that amount to bring the total program in line with the 





77 


funds available. There is no doubt that the programs cannot and will 
not be carried out unless there are funds available to do so. 

Mr. Passman. Going how far into the future / 

Mr. Henset. Well, insofar as the money was then available, the 
delivery dates would run 2 or 3 years in the future. 

Mr. Pigakss. But this program may take you 3 or 4 years into 
the future on some items / ; 

Mr. Henset. That is right. But we had need, everything was re- 
duced into actual programs, and when we totaled up the needs they 
totaled $216 million more than what we had in money, and that was 
based on the assumption we would have had that money in prior 
appropriations. 

Mr. PassMan. That is interesting, but this may take some of the 
programs into 3, 4, or 5 years hence. 

Mr. Hensev. That is right. And also we are overprogramed a fur- 
ther undetermined amount, the amount of money we will lose as the 
result of the section 1311, which as I said will be at least several hun- 
dred million dollars, the precise figure which we do not yet know. 

But to go through an exercise of bringing our programs in line 
with the actual money involved, which means not just reducing a total 
or reducing a percentage but going through every single country pro- 
gram in detail, seemed to us unnecessary. 

I might add it is extraordinarily complicated and arduous. 


POSSIBLE DUPLICATION OF PROGRAMS 


Mr. PassMan. What would be the chances of duplicating a program 
where you have our own military program and then you have to bring 
in your program? Could there be a duplication ? 

Mr. Henset. No, sir. To the extent that this programing is done 
it starts in the services but it comes into our office where the central 
control is maintained. 

We now have our hands firmly on it. There will not be any duplica- 
tion in the programing in the programing sense; but, as I told you, 
this whole program now is under analysis and review, and I honestly 
believe that when we finish that study we will reveal program excesses, 
and what is more the existence of materials already delivered to for- 
eign countries which cannot now be utilized by the forces that are there 
in being, and they are therefore available for redistribution and satis- 
faction of existing but unfulfilled programs. 


PROGRAM EXCESSES 


_ I will give you an example. We are advised that approximately 
4180 million of equipment, much of it needs rehabilitation and repair, 
of course, is available in South Vietnam as the result of the cease-fire 
agreement in Indochina. 

Some, if not all of this excess, will after rehabilitation be available 
for distribution to other country programs. 

The reason I say some, if not all, it is not always possible to match 
up precisely your excesses with your needs. You always have a few 
too many teapot covers in the excess and not enough teapots to put 
them on in the other places. 
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I don’t know why it works out that way but you have to face that 
fact; you cannot just say we will send it to another country because 
they will have a need for it. 

here you do run into a certain amount of duplication. 

We further believe that when we can shake down these country 
requirements on a time-phased basis, that is the point you made, w ith 
appropriate notations of the items of equipment on hand not being 
utilized, they will reveal other distributable excesses which will more 
than counterbalance the $216 million of program in excess of avail- 
able funds as of March 20, 1955. In other words, we feel if we can 
carry out this study of needs and delivered excesses we will be able 
to take care of the $216 million on our own, and that is the reason we 
have not asked for any provision for new money to cover that, even 
though the programs have been previously approved. 

Mr. Passman. The excesses to which you refer transferred from our 
military to other nations is not a charge against your appropriation 
in many instances ? 

Mr. Hensext. No, Mr. Chairman. You have not understood me. 
What I am telling you is that we have asked our—I will give you a 
supposition example—we have asked our military-assistance advisory 
groups, “Look, country X, we have been programing on the JCS idea 
of five divisions there. How many do they really have ?” 

Well, the fellow says they really have four. 

“What is the chanc e of getting that other division ?” 

“Well, that is over the hill. “Maybe they will get it in a year or 
but they haven't got it now. 

Then what do you have for that division? The fellow says, “I have 
140 trucks, 3-ton.” 

It. would be fine for that division. They are all taken care of nicely 
in a warehouse. 

That is the type of excess I am talking about. We paid for that. 
We delivered it to the country, on the assumption they would have a 
need for it at the time we delivered it, and it didn’t always work out 
that way. 

I would like to pick up that 140 and put it somewhere where there 
is a need for 140 3-ton trucks, but that is not always easy. 

You take care of 90, but the extra 50 you sometimes find we are 
long on those and we will have to wait until some of these forces 
get up. 

Just because we reveal an excess in South Vietnam, I do not want 
you to think “There is $180 million you can shift elsewhere. e 

You cannot always deliver the $180 million to countries who really 
need it and can absorb it. 

Sure, I can deliver it but it does no good if the next country doesn’t 
want it. 

I think the bulk of it we can recover, however, and it is out of those 
excesses that I expect to make up this 216 million, and personally | 
hope even from the losses out of the 1311 rather than in new money. 

Mr. PassMan. You may have a gain rather than a loss because you 
may deobligate and some of your programs may not be firmed up 
according to this. 

This is projected out years in advance. Is that right ? 

Mr. Henset. I am talking now of already deliv ered excesses. ‘That 
is not projected. 
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Mr. Passman. All right. 

Mr. Henser. We haven't completed the study in taking the advice 
of the MAAGS on programs to be delivered, and we have not de- 
veloped yet whether there are any excesses in our programs when 
tested in the field. 

Do I think there will be? I honestly.do. 

Hlow much, I do not know. 

Mr. PassMan. Dealing with the current appropriation, we are 
actually appropriating money which you may not have to pay out 
until 1957 or 1958 or 1959—some parts of it. 

Mr. Hensext. Some parts of it. Other parts I can guarantee that 
we will have to pay out in fiscal year 1956 or take from some other 
money which we had assigned for other purposes. 

I am talking about what I call current operating expense. 

Mr. Passman. That clears up that point. 

Mr. Henseu. We prefer not to make any program revision until 
we can really make an intelligent one and a complete one. 


EXPLANATION OF JUSTIFICATIONS 


Now if I may deal briefly with the rest of this book so that you 
would have an idea of what you can find in it and what is shown, it is 
quite different from anything we have ever presented to any of the 
committees before, but we believe it to be useful. We know it is use- 
ful for us in the control end, and we believe it will be useful for you 
to understand this program, relation to moneys previously appropriat- 
ed, to what the future is. 

But this deals, except in the last pages, with moneys that you have 
already made available and which we expect to be carried forward 
and our programs in respect of it. 

If you look briefly at the first 7 pages. these are the Arabic numbered 
pages you will see that it starts with the worldwide total of all pro- 
grams. You will find that $19,178,000 ties in with the last figure on 
page ili. It is under the tab stating “Worldwide.” 

You start with the worldwide total to be accounted for of $19 bil- 
lion, and you see it starts with that, shows it to you on a country and 
area basis as of March 20, 1955 

Then the next page breaks those total programs down. 

You see again you have the $19,178 million on a broad category 
basis as of the same date, and it shows you one other thing. 

In the last two columns it shows you what was accomplished as of 
January 31,1955 and what was to be accomplished but was programed. 

Mr. WiacieswortH. What do you mean by accomplished ? 

Mr. Hensev. Delivered, or the training utilized or paid for, or re- 
pair and rehabilitation actually accomplished and paid for, sir. 

Mr. Wicerteswortn. That is expended as distinct from obligated ? 

Mr. Henset. That is expended, Mr. Wigglesworth, as to everything 
except equipment and a portion of training. You remember this morn- 
ing I said we used a slight variation there. E quipment is delivered 
either toa stockpile where it is held as such or to the rec ipient country. 

But I think, loosely, you can say expended. 

Mr. PassMan. Then you do have a substantial sum of money which 
already has been expended for equipment which is in storage? 
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Mr. Hensev. Turn to Germany. On Arabic page 37 you will see 
down at the bottom a little tab, Germany. 

Mr. Taser. You have paid for all of it ? 

Mr. Henseu. For some of it, sir. 

Mr. Taper. Only for the part which has been accomplished ? 

Mr. Hensev. Yes. 

Mr. Taper. The rest has been paid for by the Defense Department? 

Mr. Henset. No, sir. The only thing we have in existence from the 
standpoint of material that you can touch with your hand is this 
amount [indicating |. 

An additional amount is to be accomplished. 

Mr. Taser. Then this whole bloc is currently in storage ? 

Mr. Henset. Yes, sir. 

As I am just reminded, this is dealing with funds already available, 
that amount which is programed for that purpose. That has been 
obligated but not expended and MDAP does not have the material. 

Mr. Passman. Would that be in the obligation or reservation sec- 
tion ? 

Mr. Hensev. In both, sir. Some will be direct obligation. Majority 
of it, I am told, will be in the reservation. But it will be in both. 

That is on page 75. 

Just to give you a little more detail of the format of this, and again 
I am still talking on the worldwide basis, pages 1 through 5 have been 
showing you everything on a dollar basis and by category. 

Now if you will turn to pages 6 and 7 you will find that with respect 
to materials and supplies, which is the only thing we could show on 
this item, we give it to you on certain principal items and others in 
categories, but. we show you all the dollars. 

We do have more detailed statements bringing you down into more 
principal items, but it seemed to us that for the purpose of this book 
and your study this perhaps would give you enough of the principal 
items. 

You will see it is also done on a military department basis—vyou have 
the Army, Navy and Air Force on page 8. 

So if you want to find out, as you do frequently, how many different 
types of planes you have delivered and planned to deliver in the world, 
vou can see it there. You can see that whereas in the other programs 
the Army and the Navy, more has been accomplished than remains 
to be accomplished, the situation is reversed with respect to our air- 
craft. Less has been accomplished than is to be accomplished. 

Mr. Taper. What is the reason for that? These folks are not as 
proficient with aircraft as they might be with the other items? 

Mr. Hensex. That is part of it. 

We have also had some rather unhappy slippages, where planes we 
thought would be ready were not ready. 

IT would say in general, Mr. Taber—and I have quizzed the MAAG’s 
quite carefully on that—we are not behind the recipient country in 
capability in the aircraft despite our slippages. You have to teach 
them and train them, which does take time. As General Gruenther 
says, there is more to an Air Force than a lot of planes. You have to 
have pilots and train them. 

Mr. Taser. What is the AD-AW in the aircraft list. a bomber, on 
the second line under aircraft on page 7? 
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Mr. Hensev. It is the Navy type. 1 understand that is an earl) 
warning aircraft. 


DETAIL OF JUSTIFICATIONS 


What we have run through very briefly is the form of the presenta 
tion on a worldwide basis. “If you go through the rest of the book you 
will find it is the same information presented first on an area basis an‘ 
then on a country basis, with certain narrative information with re- 
spect to both areas and countries. 

For instance, if you turn to sheet 9 you will notice certain narrative 
information is presented with respect to the European NATO forces, 
in Which we have endeavored to set forth what the objectives are at 
the present time and in general to evaluate the progress made, the 
major equipment deficiencies and the effect of our delivery rates and 
other appropriate information. 

Pages 11 to 16 with respect to Europe are in the same format as the 
first five pages that were described on a worldwide basis. You stari 
with your dollars so far as Europe is concerned, showing total amount 
programed, what has been accomplished on a category basis—equip- 
ment, supplies, repair and rehabilitation of excess—and then go inte 
it on a principal-item-and-category basis with respect to the individual 
services, 

Mr. Wiaeteswortu. Off the record. 

(Discussion off the record.) 


COUNTRY PROGRAMS 


Mr. Hensev. In explaining this I should like to ask you first to turn 
to page 17, where we go into our first country program. You will 
notice that in addition to the narrative presentation that is similar to 
NATO—it really appears on page 18—we have tried to set forth a 
very brief summary of the forces that were used as a basis for the 
fiscal year 1955 programing. That is No. 1. That is the MDAP 
supporting basis. 

Then we have tried to set forth to the best of our information the 
status of the forces that were actually there on the 31st of December. 
1954. Sometimes you will find that they are less than our hoped-for 
force bases, and other times you will find that they are more, because 

‘are not supporting the full military establishment of the country. 
You get certain other summary information as to dollars and princi- 
pal items with respect to the program that we had se‘ up prior to the 
1955 appropriation, 

Then in item 5 we have tried to show you a tentative prograin that 
we have made up out of the money that was made available in respect 
to fiseal year 1955 

Now, the information on page 18 with respect to Belgium, in which 
you have both plusses and minuses, we think is rather frankly dis- 
closed to you, and came from the reports prepared at the end of the 
calendar year 1954 annual review of the NATO forces. 

You are aware, I trust, of that process whereby in NATO start- 
ing about now or a little earlier questionnaires are sent out to each 
member of NATO, which tries to smoke out what you have done and 
what you plan to do and why you have not done what you should have 
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done. Those are all collected in NATO and the questioning commit. 
tees are set up of other NATO countries that interrogate the various 
countries and try to find out where deficiencies can be corrected—if 
they are not doing what they think they should do, why they do not 
do it and so on. The United States sits on all of the questioning com- 
mittees; otherwise the committee personnel changes. 

At the end of that process a report is made up and submitted to the 
NATO Council, which endeavors to lay coldly before the Council what 
has been accomplished and what the deficiencies are. 

We have summarized that report with respect to each country, so 
that any time you want to know how a country is doing or at least 
what NATO thinks it is doing you will find it there. 

The balance of the book tells you much the same information with 
respect to all of the other countries. The last few pages in the book— 
and we have been looking at 252, and it really starts at 251—contains 
certain details as to future needs and the estimates that we made with 
respect to fiscal year 1956 which, in our opinion, meee the reason- 
ableness of the amount requested for that fiscal yea 

Now I am prepared to discuss any of these tabelaaione, Members 
of my group here-—particularly the Comptroller statf—will be willing 
to supply any additional detail you may want. 


EFFECT OF DENYING NEW FUNDS 


Mr. Frernanpez. Mr. Secretary, in answer to a question from the 
chairman this morning you said that assuming the Congress decided 
not to make any appropriations at all for the mutual defense assistance 
program—whic h I think is a very violent assumption—you could still 
keep going for 2 years plus on the $7,129,600,000, but that you would 
have to take from that amount the moneys needed for the first item, 

“Administrative expenses,” and the second item, “Protection of invest- 
ments,” which aggregate 

Mr. Henset. I figured it right down through there | indicating}. 

Mr. Frernanpez. Which aggregate $532.3 million. You now say 
that you would have to include in that also support of international 
military headquarters. 

Mr. Henset. Yes, sir. 

Mr. Fernanpez. And infrastructure / 

Mr. Henseu. Yes. 

Mr. Fernanpez. With respect to military assistance commitments, 
however, you would have to assume, I suppose, that if that happened 
the Congress then would not be approving the military assistance com- 
mitments of $524.8 million. 

Mr. Henset. I hope you would not leave me in the position where 
we would have to assume that. I would be short of the money; but 
if you do not want to approve those commitments I hope you will tell 
me so frankly. 

Mr. Fernanpvez. If the Congress did not say anything about it you 
would, of course, have to assume it ? 

Mr. Henset. You would leave me in a very difficult position, be- 

‘ause the countries would say, “Well, you did not get it disapproved: 
come on and give us something.” I would be pressing you and press: 
ing you before I let that happen, to see if I could not get an expression 
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of opinion, because I do think of nothing more disturbing to foreign 
relations than to do that solely on the basis of an assumption. 

Mr. Fernanpez. If the Congress should approve the military as- 
sistance represented by that $524.8 million, but did not appropriate 
the moneys, then you would have to take that from the $7,129,600,000, 
as you said, by cutting other programs with a meat ax; and would 
we in Congress not be in a worse position, unless we now went back 
and reviewed all of those items in the $7,129,600,000 ¢ 

Mr. Henset. That is exactly the point I am trying to make, Mr. 
Fernandez. We have that review aieanien It is a complicated one, 
and I am sorry it is not ready now. I urge you not to do it until you 
can do it intelligently. 

I wanted to emphasize the fact that we had set up controls that J 
felt should give you confidence that the money will not be spent unless 
it is needed, and that by next year we can present to you a very full 
story and an analysis of all the program. 

Mr. Fernanpez. I have one other question which is on matters des- 
ignated as classified. Off the record. 

(Discussion off the record. ) 


EFFECT OF DISCONTINUANCE OF MUTUAL SECURITY PROGRAM 


Mr. Narcuer. Mr. Secretary, in your opinion what would happen 
if our mutual defense assistance program were completely discon- 
tinued 2 

Mr. Henset. I think we would have to get another foreign policy, 
and I think our alliances would fall apart, sir. 


MUTUAL SECURITY PROGRAM EXPENDITURES IN UNITED STATES 


Mr. Narcuer. Assuming that the sum of $1.4 billion were appro- 
priated for fiscal year 1956, what proportionate part of that money, 
if any, would be expended in this country, with the benefits received 
by the people in the United States ? 

Mr. Hensev. Well, you are asking for an estimate that is hard to 
make. I have heard estimates that all of it is ultimately spent in this 
country, and I suppose that is true, in the sense that no matter where 
you spend dollars they come home to roost eventually in the country 
of origin. 

I think some of it comes back after considerable wandering, how- 
ever, in international trade; but I do think ultimately all of it comes 
back, 

But you get a large proportion of it spent in dollars for equipment 
inthe United States. You might say almost all except what we place 
on offshore procurement has its initial impact in the United States 
and stays in the United States. On the infrastructure, no; and on the 
International Military Headquarters, no. There will be some in for- 
eign transportation. It would be hard for me to pull it all out. 

I have seen some calculations that say 75 percent of all the expendi- 
tures stay in the United States right from the beginning, and the other 
25 percent ultimately come back. I think it is probably true. 

Mr. Narcuer. Mr. Secretary, in your opinion what percentage of 
the. $i:4 billion would stay in this country? Percentagewise what 
would you say ¢ 
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Mr. Henseu. Right from the beginning ? 

Mr. Natcuer. Yes, sir. 

Mr. Hensew. I think right from the beginning 75 percent, and | 
should think all but a very small percentage would probably be back 


here in a year. 
INFORMATION AVAILABLE TO FOREIGN CITIZENS OF U. 8. AID PROGRAM 


Mr. Natcuer. Mr. Secretary, in the countries we are assisting 
throughout the world what arrangement is being made at the present 
time to let the people in those countries know just what we are doing 
for them ? 

Mr. Henset. One, they know in general the fact that there are aid 
programs. That has been publicized. I am talking now solely on 
the military side. 

Mr. Natcner. That is right. 

Mr. Hensev. The military people know the equipment that. has 
gone in. 

Mr. Natcner. Mr. Secretary, the country I have in mind is France. 
The leaders in France for the past 4 or 5 years probably have known 
what has been done and what is being done for France, but what about 
the French people generally? Do they know what we have done? 

Mr. Hensev. I cannot tell you how much that is all publicized i) 
France. We have made public the amount of dollars on the military 
assistance. We have not set up any propaganda to make suré that 
gets down to the people. 

[ would say that the people know in general that we liave done a 
lot. but that they : are not very clear as to just how much a lot is. 

I would like to solve that problem. I think more should be done. 

Mr. Natcuer. You admit, Mr. Secretary, that is one of the problems 
we have, especially from the standpoint of the Congress of the United 
States, in explaining to the American people about this money ? 

Mr. Hensen. Yes. Let me say that of course all of the NATO 
ambassadors, the permanent representatives to NATO. the people who 
get the annual review questionnaires and who get the report know 
about it, but you are talking about the people down the line. 

Mr. Narcuer. That is right. 

Mr. Hensew. I think it is only in general, and I do not think it is 
in specific dollars known down the line. I do not think, however, that 
we have been a failure in a lot of our information, because I think this 
is important: In my travels I am quite convinced that no matter what 
vou hear from the columnists and otherwise to the contrary, about 
how we are losing their imagination, there is no people, no nation, no 
ruler of anybody ‘who thinks that the United States offers any threat to 
independence and security. You get all of this talk about some people 
who think we are the aggressor. Not one ever thinks we are the 
aggressor against them. 

T hey may argue with you as to whether or not the threat of aggres- 
sion against them is serious, but anybody you get to admit there is 2 
threat, no matter how remote, knows just where that threat is coming 
from, and it is not the United States. 

I think the third thing we have established is that although we are 
criticized lots of times—they do not think we are the most efficient 
people, or at least not as efficient as we think we are; and we talk about 
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ur brand of democracy too much—they are all pretty convinced we 
ire trying to be helpful, no matter how stupid they may regard us at 
the time. We are trying to be helpful. I think that in the face of all 
the Communist propaganda is quite an accomplishment. I think we 
could do more, but I think that is a real accomplishment. 


MUTUAL SECURITY PROGRAM IN INDOCHINA AND FORMOSA 


Mr. Natcuer. Mr. Secretary, do you go along with the viewpoint 
that a great portion of the money under the mutual security program 
should be expended in the near future in Indochina, Formosa, and 
Japan ? 

Mr. Hensex. In the military assistance part of it? 

Mr. Narcuer. The mutual security program generally. Would you 
agree With directing more aid to these particular areas ? 

Mr. Hensex. Well, I have a serious question about it. I want to 
make sure I understand your question. 

First of all, on the $6.7 billion that we will have available at the end 
of this fiseal year, most of that is still programed so far as Europe is 
concerned, and I would not change that. 

So far as the new money is concerned, we have not in our estimates 
or our thinking yet come to that point of view of whether we are going 
to push it all there, or even the major part. We have a serious main- 
tenance problem in keeping going a lot of this equipment we have 
viven other nations. 

Are you talking about military assistance now, and not the other? 
That is all my answer covers. I am not dealing with the other aid. 


That is presented by FOA. 

Mr. Natcuer. Thank you, Mr. Secretary. 

Mr. Dentox. What do you think about defending Formosa? Do 
vou think they ean defend themselves, or will we have to give them 
help ? 

Mr. Hensex. You are asking me for a military opinion. That means 
all I can do is echo what I have been told. I have never been to For- 


mosa. 

I am told that they can give a good account of themselves, but they 
: ill need outside assistance in the event of an attack on an all-out basis 
by the Chinese. 

Mr. Denton. Would they need men or material or both? 

Mr. Henset. I think they will need both. They will not need the 
Ground Force type of man so much as they will the trained man and 
pilots and Navy. 

Mr. Gary. They need this program more than anything else. I was 
at Formosa several years ago and they had absolutely no equipment 
at all, except what we had given them. 

Mr. Hensex. You do not find there the industrial capacity that is 
necessary to support modern forces. There is not any doubt about 
that 

Mr. Gary. Exactly. So regardless of what military help we would 
have to give them we would certs ainly have to give them material help 
in order to enable their own armies to ‘fight. 
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Mr. Hensex. That is right. 

Mr. Gary. Their armies would be absolutely helpless without the 
material furnished by the United States. 

Mr. Hensev. That is right. 


UNOBLIGATED AND UNRESERVED FUNDS 


Mr. Denon. On this chart we were furnished, which shows the un- 
obligated funds, there is one item for unobligated and unreserved 
funds from mutual assistance of $1,571 million as of April 30, 1955. 
How much of that has been obligated or reserved since that time?! 
Somebody spoke about it, and I did not get the figure. 

Mr. Hensex. We had hoped, sir,.to bring it down to a relatively 
small amount. Our present estimate is that we will bring it down by 
June 30 to $620 million. 

Mr. Den'ron. There will be $620 million in that fund? 

Mr. Henseu. Yes, sir. If we were to recast this on the basis of our 
estimates of June 30 that figure of $1,571 million would be $620 
million. 

Mr. Denton. Why has so much been spent in the last 3 months, so 
much more than the rest of the time ? 

Mr. Hensex. Let me, if I may, suggest the use of another word 
rather than spent—obligated—because we have kept down on expendi- 
tures. 

Mr. Denton. Why so much ? 

Mr. Hensev. We were up against this: There was a delay in getting 
our money. We had to do a great deal of programing. I am just 
puzzled as to why we were able to do as well as we did within the fiscal 
year with all the uncertainties. It was only natural, trying to get 
this program shaken down, that we did not get it shaken down until 
the last few months. 

I can assure you there was no story of saying, “For God’s sake hurry 
up and get something obligated before the end of the fiscal year.” 

Mr. Denton. Why was there this delay of getting the money out?! 
The appropriation was made. 

Mr. Henseu. July and August of the fiscal year had gone by before 
you made the appropriation. Then you reduced the amount we asked 
for and had programed. Then, as I told you, we had unexpected 
demands inside the military. 

Mr. Denton. Congress adjourned in August. 

Mr. Murpny. The President signed the appropriation act then. 

Mr. Hensen. September 3 was when it was signed. I was not in 
Washington at the time. The only date I have firmly fixed in my mind 
is when the bill became law. 

Mr. Denton. You were given in that appropriation $1,192 million? 

Mr. Hensex. $1.2 billion, ostensibly, from which you must deduct 
an unknown amount we will lose because we did not carry forward all 
we expected on the redefinition of obligations and reservations. 

Mr. Denton. Will this $620 million revert to the Treasury, or do 
you have a provision of “appropriated until expended”? 

Mr. Hensext. We hope that you will continue it, sir. 

The Senate authorization bill, which is the only one that has passed 
either House, permitted. us to have $200 million in the unobligated 
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status. That is the reason I am hopeful that the House will change 
that, because at that time I honestly thought our unobligated would 
be down to $100 million, but because we could not get this calculation 
of the losses by virtue of section 1311, redefinition of obligations, we 
will not be able to meet my expectations at that time. 

Mr. Denton. Are you requesting $620 million in addition to the 
$1.4 billion ? 

Mr. Hensex. No, sir; I am just asking you not to take it away from 
me, not to let it lapse. 

Mr. Denton. What you want is $620 million in addition to the 1 
billion, four hundred million ? 

Mr. Henseu. No, sir. The $1.4 billion is built up as an estimate on 
the assumption that all the money you had previously made available 
to us and all the programs we had built up on that basis would be able 
to be carried out. 

Mr. Passman. What you have in mind is $1.4 billion new money 
in addition to any unobligated balances. 

Mr. Hensew. Yes, sir. 

Mr. PassMan. That you may end up the fiscal year with ¢ 

Mr. Hensew. That is right. 

Mr. Denron. How is that $620 million going to be expended/ Do 
vou have any figure for justification as to how that will be spent ¢ 

Mr. Hensev. You remember I pointed out I think we can work up 
and show you what has been taken care of and what remains. But 
on the basis of our programs that we had made up in the past I told 
you the programs really accounted for some $800 million odd and we 
only have $600 million to carry them out. The extent to which I will 
throw out those $200 million I do not know until I complete this study. 

Mr. Denron. I heard that but did not understand it very well. 
Where is that on the chart ? 

Mr. Henseu. I do not think it is on the chart, sir. 

On the chart you have the $620 million we show you we are planning 
now. 

Mr. Denton. Which chart do Ihave? The big one? 

Mr. Henseu. I do not know whether you have this one or not, but 
you will have it right now, sir (handing document to Mr. Denton). 

I do not think this is terribly revealing, but it shows you we have 
$529 million we spend on common items; $599 million on actual ma- 
terial, and the balance on Infrastructure and Administrative Expenses. 

As to what countries that will go, ultimately I would like to an- 
swer that, after we have completed our review of the program. 

Mr. Denton. Let me ask you this question: In reality, the Chairman 
pointed out you want $1.4 billion of new money and $620 million 
previously appropriated, which would really be a total of $2 billion 
that you would be spending in this program in the ensuing fiscal year 

Mr. Hensev. Not spending. 

Mr. Denton. Obligations and reserves, or expenditures ? 

Mr. Henset. Yes, sir. 

Mr. Denton. That is just twice what you had appropriated last 
year, is it not ? 

Mr. Henset. No. I would say it is far less than what we were ap- 
propriated last year, if you do the calculation on the same basis you 
are doing it, because you gave us $1.2 billion, and you carried forward 
supposedly $2.4 billion. So you would have a total of $3.6 billion. 
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Mr. Den'ron. How is that / 

Mr. Hensev. Last year at the same time there was unobligated $2.4 
billion. 

Mr. Denton. So in this last year, then, you have spent almost $2 
billion? $1.7 billion? 

Mr. Hensev. $1.7 billion. I might say that that was because we ex. 
ercised what we thought was intelligent restraint. 


USE OF UNEXPENDED FUNDS 


Mr. Denton. I have just one other question on this unexpended 
balance you have of $7.1 billion. You have this chart we have on the 
board, of which you gave us a copy. I believe you said in answer to 
a question of Mr. Fernandez that none of that money is under the 
items I and ITI and the first item under ITT, but it is all embraced in the 
items from there on down; is that correct # 

Mr. Henset. No, sir; I do not think I said that. I hope I did not, 
because that would give a false impression. None of those estimates 
involves moneys which have already been given to us. 

Mr. Denton. Surely. I did not make it clear. You have $7,10) 
million that is unexpended balance. 

Mr. Hensevt. Wait a minute. I have lost that. On the 30th of 
April? 

Mr. Denton. Yes. 

Mr. Hensex. Can I get you to think of June 30, when we think 
that will be down to $6.7 billion ? 

Mr. Denon. Say that it is down to $6.7 billion. 

Mr. Henseu. That is right. 

Mr. Denton. That must be expended in different categories that 
you have on the chart on the board; for instance, administrative ex- 
pense, protection of inves 

Mr. Henset. No, sir. That $6.7 billion, sir, has no relation to the 
chart on the board. 

Mr. Denton. What is it obligated for, then ? 

Mr. Henset. If you will turn to this large book, I can give it to 
you quickly in dollars, and we can later go into the details if you want. 

Mr. Denton. Is not some of it obligated to purchase military 
hardware ? 

Mr. Henset. Oh, yes, sir. I have been reminded that we have a 
chart that shows graphically the worldwide program of past appro- 
priations as of January 31. 

This does not break it down as requested. 

Mr. Denton. That is not what I wanted. 

Mr. Hensev. No. I can see that. Have we got one that shows it 
by country? 

I think probably we can get it better out of the book. 

Mr. Denton. Maybe my question is not clear. 

Mr. Hensen. No. I would like to pursue it with you and get it 
answered. One difficulty we always have is that we deal with different 
dates, and that means the dollars change a little bit. But if you will 
take page 3, which shows the unexpended as of January 31—— 

Mr. Taser. Page 3 in the big book ? 

Mr. Henset. Yes, sir. You see there the figure is $7.8 billion, 
roughly; $7.7 billion in the last column, column 6, “To be accom- 
plished,” that is, to be delivered or expended. 

Mr. Denton. I see that. 
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Mr. Henser. There you see what we intend to get for those amounts. 

Mr. Denton. I see that. What I am trying to get at is this: You 
had a chart on the board, and we have a copy here. 

Mr. Hensew. Yes, sir. 

Mr. Denton. As to the way you are going to expend the money for 
the fiscal year 1956. 

Mr. Henset. No, sir. 

Mr. Denron. You did not ? 

Mr. Hensev. I am saying those are needs in fiscal year 1956 for 
which no money has ever been made available to us. 

Mr. Denton. If you get this money appropriated it will be spent for 
ihe items shown on the board? That is what you estimate it will be 
spent for ¢ 

Mr. Hensev. That is my best guess at this particular moment. 

Mr. Denton. Yes. 

Mr. Henset. With this exception: You see, I have needs for $114 
billion for which I only have $145 million. 

Mr. Denton. Yes. 

Mr. Henseu. In my eet which has been made a part of the 
record I outlined what that $11/ billion is. My reluctane e to answer 
you affirmatively that this is my judgment at this time is based on 
this: Looking into the crystal ball I cannot tell you but what some of 
those needs I have identified which I hope as a matter of time will not 
come up in fiscal year 1956 may come up in fiscal year 1956 in an 
«mount much larger than $145 million. That has been our experience 
to date. 

Last year when someone appeared before you with all sincerity and 
laid out a program and said it was just what I am trying not to do. 
“Yes, this is what we will spend it for,” then when the ink was bare ly 
dry on the bill he had $380 million of pressing needs he did not antici- 
pate at that time. 

Mr. Denton. I appreciate all of that. What I am trying to get at 
is this: That chart represents the various categories for which you 
have spent money in the past ? 

Mr. Hensex. Yes. 

Mr. Denton. When you obligated or reserved from the past appro- 
priation, which you say is $6.7 billion 

Mr. Hensex. As of June 30, $6.7 billion. 

Mr. Denton. You obligated it for one of those categories. What I 
ain trying to get at is that $6.7 billion. Do you have any breakdown 
of the categories it has been obligated or reserved for? Not as it is in 
the book, because that is a different figure, but in accordance with the 
chart. 

Mr. Hensev. It shows what it is here. You will notice that the only 

place where we have the duplication is on this packaging, crating, and 
emaaiane 

Mr. Denton. You have appropriations here for the Army. Navy. 
and Air Force. I presume that must be for equipment. 

Mr. Hensev. You see, there you are dealing with the total. Then 
we take the total, and item 1 is then broken down, $6.9 billion, and 
then you get the “Army, Navy, and Air Force.” Then vou get the 

“Repair and rehabilitation of excess equipment,” and again vou get 
the “Army. Navy, and Air Force.” If you add them all up you get 
back to the $7.9 billion at the top of the page. 
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Mr. Denton. I appreciate that. I guess I am not making mysel 
clear. 

Mr. Hensev. Maybe I am at fault. 

Mr. Denton. What I'am trying to think of is this: You have broke; 
this down as to how you hoped to spend it during the next year, and 
you have set out certain headings under which you spend money an( 
expect to spend money. 

Mr. Henset. May I correct you there, sir? We have here set dow 
the needs we now believe will have to be taken care of. 

Mr. Denton. I appreciate that. 

Mr. Hensev. And for which no money is made available. 

Mr. DENTON. What I am trying to say is: This money you have had 
in the past, and that you have obligated and reserved, must be used 
for the same sources you have on that chart? 

Mr. Hensen. No. Let me take “Administration.” 

Mr. Denton. Yes. 

Mr. Hensex. This is “Administration” in the year 1956, for our esti- 
mate of the cost. 

Mr. Denton. Yes. 

Mr. Hensev. We have had administrative money in the past; ap- 
propriated, obligated, and spent. But none for fiscal 1956. The fact 
that it can be put under the same category of “Administration” does 
not mean it is the same item or the same pay. ‘This is “Pay of per- 
sonnel and similar expenses” in fiscal 1956, for which you have never 
made any provision. 

Mr. Denton. Do you have any unobligated or reserved funds that 
were provided or appropriated for administrative expense in the past 
for the mutual defense assistance program ? 

Mr. Henseu. Unobligated at this time / 

Mr. Denton. Or reserved. 

Mr. Henset. I donot think so. 

Mr. Comer. There will be approximately $2 million unobligated 
and unreserved at the end of the year. 

Mr. Henset. Approximately $2 million will be unobligated at the 
end of this fiscal year, and we took that into account in the computa- 
tion of the $24 million. 

Mr. Den'ron. Do you have any unobligated or any reserved funds 
in “Maintenance and spare parts” ? 

Mr. Hensex. I am quite sure we do, sir. Again, it was taken into 
account in making this $274 million up. 

Mr. Denton. Gould you for the record give us a figure that would 
show how much you had unobligated and unreserved in those various 
categories on the board ? 

Mr. Henseu. I think we could try, sir, but I do think you are over 
emphasizing the category. Lots of times it is not possible to identify 
it with that classification. 

Mr. Denton. Mr. Secretary, here is what is going through my mind: 
We have to make appropriations, and you have set out the various 
items you want to appropriate money for in the budget. I would 
like to know, when I do that, how much you have in each one of the 
categories that has been appropriated and is reserved or obligated. 
That would help me in trying to decide what to do. 

Mr. Henset. We will do our best on the category basis. 
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(The following information was subsequently supplied :) 


DEPARTMENT OF DEFENSE 


Comparison of fiscal year 1956 budget estimate covering the military assistance program 
with 1950-55 program and accomplishments 


[In millions of dollars} 
l l l } 
| Accom- | 
| 1956 | 1955 | 1950-54 | Total, | plished |Balance 
estimate | program | | Programm 1950-55 | through | 
| | Mar. 31 


\dministration 
Protection of investment: 


Accessorial (P. C. H. and T.)_......___- 
Projects for improvement: 

Mutual weapons development 

Facilities assistance 
Commitments: 

Infrastructure 


100. 4 | 


303.5 | 
568. 0 


246. 2 
13.6 


448.8 | 1,350.6 | : 221. 578.1 


is xs 8B ge 
oo coo a o 








Maintenance, and spare parts, materiel 
and other services : 942.2 | 16, 436.9 | 17, 379.1 | 10, 469.6 | 6,909.5 

















1,400.0 | 1,391.0 | 17, 787.5 | 19, 178.5 | 11, 690.9 | 7, 487.6 





Mr. Gary. On the chart he has shown the breakdown of $1.4 bil- 
lion of new money. But we have before us absolutely no breakdown 
whatever of the $620 million, and you want a breakdown for the 
$620 million. 

Mr. Denton. That is right. I want it broken down the same way. 

Mr. Hensev. Excuse me; I do not think that is quite correct. You 
do have a breakdown for the $620 million. It may not be satisfactory. 

Mr. Taper. You have not handed it to us. 

Mr. Rooney. That has been over there since this morning. 

Mr. Taper. We have not seen it. 

Mr. Hensen. It is one of these famous things that gets this far 
and does not get any further. I apologize for not letting you have it. 
It was my mistake in thinking what should have been done had been 
(lone. 

We can try to recast that on a different basis. But I do want to 
make very clear to you that these calculations were all based on the 
assumptions that all the other money would be retained. 

Mr. Denton. Of course, if that calculation were before us I could 
act more intelligently on it also. 

There is one more thing about that—we have figures before us that 
showed $12 million as of April 30, which has been appropriated and 
was unspent. Part of it I, of course, realize has been obligated and 
part reserved, and I appreciate your problem about that. But we 
have to defend whatever we do on the floor of this House. That is 
a very hard thing for us to explain—why this department should 
carry over such a tremendously large sum when nobody else does. 

Mr. Henseu. Let me be quite frank: I do not think we should re- 
gard this size carryover as being a desirable thing. On the other 
hand, with your long lead time item, I think you can take a rule of 
thumb—and this is a : rough one, I appreciate, but a very sound one— 
and say that it would be unwise to have less than 18 months of prob- 
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able expenditures on hand at the end of each fiscal year. There ar 
people who say 24 months is a much sounder business rule. 

Mr. Taser. $1.8 billion of obligations on hand at the end of eac) 
fiscal year ? 

Mr. Henseu. No, sir; I mean 18 months’ expenditures. Give me 
what you think you are going to spend in a fiscal year. If you ap 
going to spend on this program $3 billion, and you think that that 
will continue for several years, 18 months’ requirements would ly 
$4,500 million. I think that you can look forward to that carried 
forward. One of the reasons for it is, when we make a contract, ever 
though the contract takes 4 years to perform, and there are such con- 
tracts, and very frequently the contracts involve large sums of money, 
we must have all the money on hand the day we place the contract. 

Mr. Denton. Your problem is no greater than that of the Depart. 
ment of Defense. 

Mr. Hensev. Remember, the Department of Defense does carry 
large unexpended balances forward. Another thing that I would urge 
you to do with this—their money does not have a 1-year limitation on 
it. They have what is called “no-year” money. It is good until spent. 
There are large carryover amounts. I have not run through it, and 
I am not an expert on the Department of Defense’s budget, but | 
think you will find that your appropriations have been less than 
expenditures in some cases, and they are paying for it out of their 
carry-forward. 

Mr. Gary. You did not mean the answer that you gave us a few 
minutes ago, that you would have to have the money on hand before 
you could enter into a contract. You must have it appropriated. 

Mr. Hensex. That is correct. Appropriated is on hand maybe. | 
never see any of it. You are quite right. 

Mr. Gary. And the appropriation serves as your authorization for 
entering into a contract. 

Mr. Henset. I do not urge this on you, but it was done in the past: 
Remember, we used to get authority to obligate and not be backed up 
by money, and the money would come along as we had to make pay- 
ments. I remember that from my Navy days. That has been done 
away with and the money is necessary. 

Mr. Passman. When we appropriate the money then you will have 
the money available. When you speak of money available, it means 
after the Congress has made an appropriation, so you do have the 
money available whether you spend it in 1 day or 5 years. 

Mr. Hensev. Maybe we are getting into a complicated theory, but 
I think you will find that the Treasury Department is interested in 
providing the money they think we are going to spend, and what you 
have done in giving me an appropriation is the same as a draft on 
the Treasury, providing I can get it through the Bureau of the Budget. 


CLEARANCE WITH BUREAU OF THE BUDGET 


Mr. Passman. Do you not go through the Bureau of the Budget 
before vou come up here for appropriations ? 

Mr. Henseu. No, sir, we have to get the money allocated afterwards. 
and after you make the appropriations. You see, these appropriations 
all go to the President and the Bureau of the Budget tries to watch our 
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rate of expenditure, and also requires further justification of our 
obligations. 

Mr. Passman. Do you not clear this with the Bureau of the Budget 
before you come in for your request ? 

Mr. Hensev. Yes, but that is not final. There is still another proc- 

, during which time they make a study of the actual programs we 
want to obligate the money for, or expend it for. We get a double 
check from them. 


QUESTION OF “BLANK CHECK” APPROPRIATION 


Mr. Rooney. Are not these hearings all more or less a sham? We 
are asked to give a blank check—and maybe that is what we should 
do—and later on the purposes are all determined. We do not have 
a country breakdown. Then you have to check with the Bureau of the 
Budget, and that is the way it is run. That is a fair statement, is 
it not ? 

Mr. Hensex. Well, I would not say, sir, that we are asking for a 
blank check. I am ready to sit down and go over with you and show 
you that in our opinion the needs of this program could in the next 
fiscal year amount to over $3 billion. I have said that I think it is a 
good example for us to try to get by with much less. I think that I 
could show you, if you will worry with me through these individual 
items, why that is the case, why we think it is a good example to try 
to get through with the $1,400 million, less whatever turns up as a 
result of this section 1311 obligation study. 

On this blank check business, we have the need. We do see the 
needs ahead in excess of $3 billion, and we can talk to you about each 
one of them. They have been studied in the field and they have come 
in. We are going on the assumption this committee will be here next 
year, and the year after, and you will be able to look at us, and we do 
not want to take any more money than we think we can get the pro- 
gram by with. 

Mr. Denton. Do you think that you could do anything to help this 
committee cut down that big appropriated balance that is carried 
over so that we will have it more like the other departments that are 
more current ? 

Mr. Hensev. The answer to that is definitely yes. We had planned 
at the beginning of 1955 to cut down even more than we did. As I 
say, the failure to cut down was a conscious restraint. Now, we are 
looking forward to next year with expenditures somewhere in the 
neighborhood of $3 billion and we are only asking for $1,400 million, 
or possibly less, $1,200 million, depending upon the unknown figure 
at this time. That is an automatic cutdown if we get up to that level 
of expenditure. 


COMPARISON OF FISCAL YEARS 1955 AND 1956 APPROPRIATIONS AND 
REQUEST 


Mr. Fernanpez. Mr. Secretary, a while ago you compared the 
amount of appropriation that you are now requesting and the unre- 
served and unobligated balance this year as against the appropriation 
you got last year and the unreserved and unobligated balance last 
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ear. You said that you got $1,200 million in appropriations, and 
ow much in unreserved and unobligated ? 

Mr. Henset. $2,400 million. 

Mr. Fernanpez. But in that $2,400 million, however, were you not 
carrying then $1 billion of unreserved-unobligated balances which 
were not actually unreserved and unobligated by present standards! 

Mr. Hensev. That is right. 

Mr. Fernanvez. So that that figure should be cut down now for 
purposes of comparison ? 

Mr. Henset. For the purpose of comparison, probably so, but I do 
not know how much. At the same time, what we are carrying forward 
now in this $620 million should be further cut down by what our study 
is going to show we lose by virtue of the new definition. I cannot 
tell you what that figure is yet. I hope to before we finish. 

r. Fernanpez. You were carrying last year, as I understood, cer- 
tain amounts expended in the Korean war, which were carried as a 
loan to the military, and as unreserved and unobligated ? 

Mr. Henset. No. 

Mr. Fernanvez. That is what I understood. 

Mr. Comer. There were certain MDAP deliveries scheduled, but 
were diverted to Korea. MDAP paid the bill and received no mer- 
chandise. During the fiscal year 1955 the Air Force is effecting a cash 
settlement, reimbursing MDAP for the materials we paid for but did 
not receive. 

Mr. Henset. And we will turn around and reorder them. That is 
not a diversion of the whole cost of the war. 

Mr. Fernanpvez. Previous testimony indicated that you carried it 
as an unreserved and unobligated balance. 

Mr. Hensex. We did carry those items as obligated. 

Mr. Fernanpez. And later you were required to carry them as re- 
served, which is the present system. On that basis this would have to 
be reduced by that amount. That is what I am trying to say. 

Mr. Henset. I have no quarrel with that comparison. I just can- 
not give you the answer as to what the reduction would be, if we ap- 
plied to the $2,400 million the present definition of obligations and 
reservations. I do not. know what would be thrown in the reservation 
category. 

Mr. Fernanvez. It would be substantial. 

Mr. Henset. I would not doubt it for a moment. Likewise, I think 
the $620 million will be substantially reduced when we get the final 
figures on the statements of reservations and obligations. 

Mr. Taper. I am struggling to get everything on a consistent basis 
here, and it is hard. 

UNEXPENDED BALANCES 


Mr. Morpny. I wonder if I could clear up what I think is a mis- 
understanding in Mr. Denton’s mind about the unexpended balances 
as of the close of last year. The $12 billion plus figure, Mr. Denton, 
consisted of $9.9 billion as of last June 30 from appropriations mace 
up to that time, plus the $2.8 billion that the Congress appropriated 
for the current fiscal year, so you see you carryover as of—— 

Mr. Denton. Will you repeat that, please? 

Mr. Mureny. The $12 billion that the program had available dur- 
ing the fiscal year 1955 for expenditure was composed of $9.9 billion 
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of fiscal year 1954 and prior year appropriations, and $2.8 billion of 
current fiscal year 1955 appropriations, so your carryover from previ- 
ous years was $9.9 billion. 

The comparable figure for June 30 of this year is expected to be 
$8.7 billion; in other words, there is a drop in the pipeline of $1.2 
billion during the fiscal year 1955. 

Mr. Taser. The difficulty is your figures are on the basis of April 
30 here and you are talking about June 30. 

Mr. Murpuy. That is correct. The figures that I am quoting here 
are June 30, 1954 and 1955, comparable figures. 

Mr. Taper. Even then, $8 billion is a pretty big carryover. 

Mr. Mourpuy. There is no question about that; yes. 

Mr. Taser. I have been looking the justifications over and I wonder 
if you could turn to page 1-7 and tell me what, if any, differences 
existed in regard to the military assistance item that appears there 
and the item that you took over to the Senate. 

Mr. Hensex. That we took over to the Senate? 

Mr. Murpuy. Mr. Taber, the books that we took over to the Senate 
showed the same $1,400 million for new money requested, but instead 
of having a $620 million estimated carryover as of June 30, 1955, they 
had an estimated carryover of $100 million as of June 30, 1955. 


USE OF 1955 CARRYOVER FUNDS 


Mr. Taper. You have given us sort of a breakdown of the $1,400 
million which is set up in the sheet that you handed us this afternoon. 


Can you give us anything in the nature of breakdown of that $620 
million ¢ 

Mr. Hensev. Yes. We gave you one type of breakdown of what we 
planned to spend it for in that document that I handed around, and 
Mr. Denton has asked us to try to do it on categories. 

Mr. Taser. Common items, $529 million, and direct citations. That 
does not jibe with anything else in the picture. 

Mr. Hensev. Yes; it does, $19 million offshore procurement and 
$51 million, Navy shipbuilding, Zone of the Interior. The $70 million 
jibes with those two teen: 

Mr. Comer. Parenthetical numbers. 

Mr. Taper. That is Navy shipbuilding and offshore procurement? 

Mr. Henset. Offshore procurement. 

Mr. Taper. And the $529 million is what? 

Mr. Hensex. That is our common items of material. It is all ma- 
terial. We have been asked for a further breakdown. 

Mr. Taser. Is it a military assistance commitment, or maintenance 
and spare parts, or what? 

Mr. Henset. It is equipment and supplies, sir, as far as I can tell 
you right now. We can give you further details on it, sir. 

Mr. Taser. I think that you ought to give us a revised document 
that would show what this item is. 

Mr. Henset. We will, sir. 

Mr. Taser. We would not look very good going on the floor with- 
out anything to support the $620 million. 

Mr. Hensex. We promise to get it to you in further detail. 





96 


Mr. Taper. I think that you ought to give us a revised breakdown 
on that $1,400 million plus the $620 3 million. 

Mr. Hensev. May I understand you on the $1,400 million? 

Mr. Taser. I have some questions on that when we get to it. 

Mr. Hensex. You say that you want a revised breakdown. How do 
you want me to revise it ? 

Mr. Taser. It ought to be a breakdown of the $2,200 million that 
you are asking for rather than the $1,400 million that we are talking 
about. 

Mr. Henset. I thought that as far as this chart is concerned, if we 
go through all these items I can show you that the $1,400 million is 
our estimate of what we should have provided to meet the needs that 
are in the neighborhood of $3 billion plus that we know about. That 
breakdown is all in this book. It is roughly summarized on the chart, 
sir. To domore than that I think would mislead you. 

Mr. Taper. Well, if you do not care to submit it—— 

Mr. Hensev. I want to meet anything you want, but at the same 
time I want to do it and be honest with you. 

Mr. Taser. That is what I want. 

Mr. Henset. I do not want you to think —— 

Mr. Taser. I do not like to go onto the floor of the House and tell 
people that I think something has been properly justified when I do 
not. 

Mr. Hensex. I quite agree. You have not heard any justification 
for any of our needs as yet. Iam not through. I can take you through 
the basis on which we have estimated every one of those needs, and 
also through a statement of the basis on which we have estimated the 
$1,500 million, and I can take you through some other needs that we 
cannot put a dollar sign on now. I can give it to you in the utmost 
detail as to just how we calculated it. I have not done it yet. That 
is a part of this book that I have not gotten to. I can take you down 
as to just how the infrastructure is concerned, and how administration 
expenses are concerned and what each one of those military assistance 
commitments is, and I can take you through each activity or item of 
this $1,500 million for which we have not made full provision, and we 
are planning to do that. This questioning is coming at what I would 

call a half-way mark. I have just been discussing the overall presen- 
tation and the overall amount. I have not gotten into the justifications 
that in my opinion prove that the $1,400 million is an extremely con- 
servative figure and may leave us short. I am prepared to do it. sir. 

Mr. Taser. There is no use trying to do it in the few minutes we have 
ivailable today. 

EXPENDITURES 


With regard to the expenditure figure you gave us of $3,064 mil- 
lion—the Treasury statement indicates $3,599 million for the 31st day 
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of May, indicating about $535 million expenditure in May. I assume 
June would not be very far from that in the overall picture. How 
about that, Mr. Murphy ? 

Mr. Murruy. I would think it would be approximately that. We 
are estimating $3,879 million for the year, and we had this $3,064 mil- 
lion in April. 

Mr. Taser. I suppose you are not very far off. The June 14 
figures shows $174 million. 


STATUS OF FISCAL YEARS 1953-56 MILITARY ASSISTANCE FUND 


Mr. Wieeteswortu. Mr. Secretary, I wonder if we could pull some 
of these figures together. Can you tell me what your unexpended 
balance was as of June 30, 1953? 

Mr. Hensex. I donot haveit,sir. Iam sorry. 

Mr. WiaeLesworrnu. I would like to get a table—and I would like 
to have it now, and if I cannot have it now I would like to have a 
oe" furnished—which will show the unexpended balances as of June 

, 1953; the new money provided in fiscal 1954; a total showing the 
ave availability for expenditure in 1954, or subsequently; the actual ex- 
penditure in the fiscal year 1954, and the unexpended balance as of 
June 30, 1954, at the end of that fiscal year; the new money provided 
for fiscal year 1955; a total showing amount available for expenditure 
in 1955, or subsequently; your estimated eee for fiscal year 
1955; the estimated unobligated balance as of June 30, 1955; the new 
money requested for 1956; the total availability Sie ‘the fiscal year 
1956; the estimated expenditure in the fiscal year 1956, and the esti- 
mated unexpended balance as of June 30, 1956, assuming that the 
request for 1956 is approved. 

I would also like to get the figures for the unobligated balances as 
distinguished from unexpended balances as of June 30, 1953, June 
30, 1954, June 30, 1955, and June 30, 1956. 

Can you give us that now or later? 

Mr. Hensex. I cannot give you a table in that form now, but we 
can certainly get it for you. 

Mr. Wiceiesworru. I would like to get it, and I would like to get 
it as promptly as possible so that we can have it when we go into the 
details of the picture. 

Mr. Henser. There should not be : any delay inthat. That informa- 
tion is available. It is just a question of casting it in the form you ask. 
There is one exception. We will not be able to show anything about 
the losses we will suffer under section 1311 in a precise amount be- 
cause we do not know the precise amount yet. 

Mr. Wiceteswortn. You can put that qualification in the table. 

Mr. Hensex. That is right. 

(Nore.—See p. 103 for information supplied for the record.) 
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EXPENDITURES 


Mr. WiccLeswortu. What figure did you give the Senate for you 
estimated expenditure in the fiscal year 1956 ? 

Mr. Hensex. We thought that it would be $3 billion as far as mili. 
tary assistance was concerned. That is awfully rough. 

Mr. WiceteswortrH. What is your estimate right now ? 

Mr. Henset. The same $3 billion. You can change that one way 
or the other if you want. I said to the Senate, and I will say to you 
frankly, it is no trick to spend money if that is the only objective. | 
could run an expenditure right up without any difficulty, but I cannot 
do it intelligently. We estimated at the beginning of 1955 we would 
spend more than we actually did and it could have been spent. But] 
think what we did was more sensible. 

Mr. WiceLteswortH. How much do you figure you are going to 
have available for expenditure for 1956, or thereafter, if this request 
is approved ? 

Mr. Henset. We assume that we will have $6,700 million at the 
end of this year. If you add $1,400 million, that makes $8,100 million, 
and if you subtract $3 billion, you get $5 billion. 


USE OF PROCEEDS FROM SALES OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Wicetesworrn. I understand that as of December 31, last, there 
was available and unexpended something like $793 million in counter. 
part currency. To what extent, if any, is that available for MDAP! 

Mr. Murpeuy. The counterpart currency, as such, Mr. Wiggles- 
worth, is not available for MDAP at all. However, there is some- 
thing very similar: the sales proceeds of agricultural commodities 
under section 402 of the Mutual Security Act. 

Mr. Wiccieswortu. Sales proceeds of what ? 

Mr. Mourpuy. Proceeds of agricultural commodities. 

Now, in the United Kingdom, this year, with military funds the 
FOA supplied $38,900,000 worth of agricultural surpluses and the 
British pounds will be turned back to the military for offshore pro- 
curement expenses. 

Mr. WiceLeswortH. How much money is available now that has 
not been spent as a result of agricultural sales? 

Mr. Hewsext. From military assistance solely, you will see in our 
estimate of availability of funds that items 15 and 16 deal with foreign 
currency credits. 

Mr. WiccteswortH. What page is that ? 

Mr. Hens. iii of the big book. 

Mr. WiacteswortH. Now, I am talking about 1956. 

Mr. Henset. Do you want to know how much of $83 million and 
$39 million has been spent ? 
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Mr. Wiecieswortu. That is another way of putting it. 

Mr. Hensex. I cannot answer how much of that has been spent, but 
the availability of that has been carried forward. 

Mr. WiceiteswortH. Would that be included in your unexpended 
balance ? 

Mr. Henset. To the extent it is unexpended, it is included. 

Mr. WicGLEswortH. In the table I have asked for, it will be included 
in the overall item of unexpended balance ? 

Mr. Henset. No, and I cannot tell you right now how much of that 
particular item is unexpended. 

Mr. Wiceieswortu. Are there any other unexpended funds from 
any other sources that are available for MDAP in 1956? 

Mr. Henseu. I do not know of any. None of this can be added to 
our estimated $6,700 million because, in our opinion, it is all in there 
already. 

Mr. WiceteswortH. You had available for the fiscal year 1955 a 
total of $8,600 million. 

Mr. Hensetx. I think $8,500 million. 

Mr. WiceLtEswortH. How much money do you contemplate obligat- 
ing in the months of May and June 1955? 

Mr. Comer. $347,400,000. The individual items for which those 
obligations will be placed are detailed on the statement given. 


“RESERVATIONS” IN FISCAL YEAR 1955 


Mr. WiaeieswortH. On the big chart you have given us the figure 
for actual reservations in the fiscal year 1955, if I understand it cor- 
rectly, of $1,400 million ; is that correct ? 

Mr. Comer. Yes. 

Mr. Hensev. That is up to April 30, 1955. 

Mr. Wiceteswortn. I wish that you would furnish us a breakdown 
of that figure of $1,400 million so that we can see the items and the 
amounts covered by the reserves. 

Mr. Comer. As of March 31, under section 110, we will submit a 
report of the total items placed under reservation, which has been done, 
sir. That total will greatly exceed the $1,400 million. We can give 
you a report showing the $1,400 million. 

Mr. WiccLtEswortH. You have given us the figure $1,400 million. 
If that is the figure in the picture, I would like to see it broken down 
in detail. 
7 I was not clear as to what you said about the $500 million estimated 
Oss. 

Mr. Hensev. Certain moneys were carried forward. 

Mr. Wiceteswortu. Into 1955? 
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Mr. Henset. Into 1955 last year. Roughly $2,400 million, subjeci, 
however, to the fact that we had to show that they were obligated with. 
in that test that was set up in sections 110 and 1311. Now, not all that 
money we thought was carried forward would be carried forward. W; 
have not finished that calculation. We started earlier in the year ip 
assuming that would mean that $500 million, roughly, was not carrie; 
forward that we thought would be carried forward. We do not knoy 
the final figure, but I am quite hopeful it will not be as much as the 
$500 million. We hope to have the figure precise in a few days to 
show you just what of that carry-forward we lost. 

Mr. Comer. May we make a correction? The unliquidated obliga. 
tions carried forward in the fiscal year 1955 was $5,062 million. That 
is the figure that will be subject to the section 1311 obligation certifi. 
cation, and may be reduced by the $500 million which the Secretary 
mentioned. 

Mr. Wicciesworru. In the overall picture, that is reflected, is it not, 
in the overall total that is available in respect to the fiscal year 1955? 

Mr. Hensev. That is right. 

Mr. Comer. Yes, but that is in addition to the $3,400 million. 

Mr. WiccLEswortH. You mean the $500 million is not included in 
the $3,400 million ? 

Mr. Comer. No, sir. 

Mr. WiceteswortH. Is the $500 million included in the figure of 
$3,400 million that you have given us ? 

Mr. Comer. No, sir. 

Mr. Wiacieswortn. So that figure might be reduced by $500 million 
or some portion of it ? 

Mr. Henset. That is right. The same thing carries forward to the 
$620 million at the end. Remember in the President’s message this was 
pointed out and it was said that the loss to the extent it was $500 
million would be picked up in the 1956 appropriation. So whatever 
that figure is less than $500 million we would expect a reduction in this 
$1,400 million request. That was made up on the assumption we would 
lose the whole $500 million. 

Mr. Wicciesworru. If I understand what has been said, if you los 
less than $500 million, the request for $1,400 million for fiscal 1956 can 
be reduced by the amount less than $500 million that you lose ? 

Mr. Hensex. That is correct, sir. 

Mr. Wicc.eswortn. Looking at the breakdown that you have given 
us of what you have described as minimum needs in the fiscal year 
1956, I understand that the item of $524,800,000 for military assistance 
commitments is tentatively based upon the breakdown given in the 
confidential folder at page 252 ? 

Mr. Hensev. That is just a very brief summary of it. 

Mr. WicecieswortH. But as a practical matter, you really are re- 
questing the right to apply that amount, if approved, in your discre- 
tion in accordance with whatever developments may materialize; is 
that correct ¢ 
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Mr. Hensev. That is correct. 

Mr. WiceiEeswortH. But in theory, even if these items were fully 
approved, you might still apply them to other purposes which have 
not been presented for approval ; is that not correct 

Mr. Henseu. If we have crises, yes. I would like to have thai right, 
and I do not know how else to handle it. As I pointed out to you last 
year, you had detailed illustrative programs approved, and yet $380 
million roughly was used for crises items that were not foreseen to 
the extent of presentation to you at the time of the budget hearings. 
With this changing world, I do not know how to look into the future 
that far ahead and tell you, “I will guarantee that this will cover every- 
thing and we will not spend any thing else.” 

I can sit down and speculate with you, Mr. Wigglesworth, as to 
which one of those would likely come to pass, but I would like to bet 
we would be 50 percent wrong no matter how logically we did it. 

Mr. WiccieswortH. Generally speaking, as to the countries not 
included in this confidential statement, your present opinion is that 
needs which have been presented through the various MA AG’s in other 
countries either have been fully met or will be fully met out of those 
balances which are now unexpended but obligated. 

Mr. Henseu. Plus a certain amount of maintenance and spart parts 
and training that are here that I can show you on an area and country 
basis if you want them because that is how they were built up. 

They were built up by military assistance advisory groups and by 
the area commanders taking into account the other money, but in that 
$274 million, for instance, there is provision for maintenance and spare 
parts to European countries. 

Mr. WieeieswortnH. Generally speaking have there been any reduc- 
tions in the estimated needs of these other countries with respect to 
which the present obligated balances apply ? 

Mr. Hensev. If I understand that question the answer is that that 
is just what we are trying to develop, and as to which we do not yet 
have a final answer in the form of any figures. 

We have found what in our opinion are delivered excesses. We 
believe that when we take the MAAG statements of requirements on 
a time phased statement, having in mind needs and ability to absorb, 
that other changes will show up there, and it is out of that that I hope 
to take care of our $216 million excess in overprograming. 

Mr. Wicciesworrn. So it is conceivable that some of these obligated 
balances may be deobligated in light of the study to which you have 
just referred ? 

Mr. Henseu. It is conceivable, sir. I do not want to tell you that it 
is likely, but it is quite conceivable. I do not know. 

Whether we deobligate them or try to take care of another need is 
a question which I would like to decide when we know the exact fig- 
ure and the exact set of circumstances. 

Mr. WiccreswortH. When do you expect to have the study 
completed ? 
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Mr. Henset. It will be several months. 

Mr. Wiceteswortnu. As to one other item on this chart, the last 
one, balance of fiscal year 1956 for requirements exceeding $1.5 billion, 
$145.4 million. 

Mr. Henset. Yes, sir. 

Mr. Wiccteswortu. That is also, is it not, more or less of an emer. 
gency fund which can be applied in your discretion if and when de. 
velopments justify ? 

Mr. Henset. Maybe we are phrasing it the same way. It is a very 
small provision for needs that I can discuss with you in detail which 
total the billion and a half that we are hopeful will not hit us in this 
fiscal year 1956. 

For instance, I can tell you 

Mr. Wiccieswortu. It isa reserve fund ? 

Mr. Hensev. Let us put it this way: 

It is something which I didn’t want to identify for anything when 
I was merely trying to test the conservatism of the 1.4 billion. 

Mr. Wiceteswortu. I believe that is all, Mr. Chairman. 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 

Mr. Passman. Thank you, Mr. Hensel. 





WEDNESDAY, JUNE 22, 1955. 
STATUS OF FISCAL YEARS 1953-56 MILITARY ASSISTANCE FUNDS 


Mr. Passman. The committee will come to order. 

Mr. Henset. We have some material here that has been requested 
by the committee. I will ask Mr. Shaw to describe this briefly for the 
purposes of the record. Then I will hand this to you, if I may. 

Mr. Taner. We ought to get the material first before he describes it. 

Mr. Henset. I just meant for him to describe it for the purpose of 
identification. 

Mr. Suaw. Last Friday the committee asked for some information 
regarding our fiscal years 1953, 1954, 1955, and 1956 funds. The paper 
you have just been given shows on line 1 the estimated reserved bal- 
ance, per section 110, Public Law 778, to be brought forward. That 
shows only in the column, fiscal year 1956. 

The second line shows the unobligated balances reappropriated by 
fiscal years, 1953, 1954, 1955 and 1956. 

The third line shows the new funds appropriated for those years. 

The next line shows the reimbursements collected. 

Line 5 shows the subtractions of allocations and net transfers. 

Line 6 shows the total funds available by years. 

Mr. Hensev. That is at the beginning of each fiscal year. 

Mr. Suaw. At the beginning. 

Mr. Passman. Including the carryover. 

Mr. Taser. The total funds unobligated. 

—- Suaw. The total funds available, yes, that is right. Unobli- 
gated. 

Mr. Taser. It ought to be marked that way. 

Mr. Suaw. Line 7 shows the current-year obligations. 
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Line 8 shows the year-end reservations. Of course, that applies 
only to the fiscal year 1955 and future years because it is derived 
from section 110. 

Line 9 shows the unpaid obligations, end of prior year. 

Line 10 shows the expenditures by years. 

Line 11 shows the uwnexpended balances at the end of the year. 

The unexpended balances are broken down, and it shows the un- 
obligated and unpaid obligations as well as the reservations for ulti- 
mate reimbursement. 

Mr. Passman. In that connection, you show $620 million unobli- 
gated as of what date? 

' Mr. SHaw. June 30, 1955, sir. 

Mr. PassMaAn. It is anticipated you will have $620 million unob- 
ligated ? 

“Mr. Saw. Yes, 

Mr. Henset. I think it also should be noted the estimate for the 
fiscal year 1956 is based upon the assumption that $1,400 million is 
appropriated. 

Mr. Passman. And not carried over? 

Mr. Hensex. The carryover is $620 million. 

Mr. PassMANn. We will insert into the record at this point the table 
that you have just handed us entitled “Status of Fiscal Year 1953-56 
Military Assistance Funds.” 

(The table referred to is as follows:) 


DEPARTMENT OF DEFENSE 
Status of fiscal years 1953-56 military assistance funds 


{In millions of dollars] 


i Estimate, | Estimate, 
— aos faa fiscal year | fiscal year 


1955 1956 


1. Estimated reserved balance per sec. 110, Public 
Law 778 to be brought forward ; : 2, 009. 3 
2. Unobligated balance reappropriated 375. ¢ , 694.1 | , 422. § 620. 0 
3. New funds appropriated 3, 768. 6. , 192. 1, 400. 0 
4. Reimbursements collected = ; 
5. Less: Allocations and net transfers -..............--| ead 
6. Total funds available for obligation 4, 145. ; 3, 851.7 | , 400. : 4, 029. 3 
7, Current year obligations |} 2,451.4 6 | f 2, 180.0 
8. Year-end reservations ie at oe a , 009. 1, 849.3 
9. Unpaid obligations, end prior year , 824. ¢ , 471. 5, 062. § 4, 103.9 
10. Expenditures, current year 3, 805. 3, 310.8 | , 730.0 | 3, 000. 0 
ll. Unexpended balances, end of year 8, 165. 2 , 012. , 733. 5, 133. 2 
Unobligated | , 694. 1)| 1 #(1, 94g . O)}-.- 7 
Unpaid obligations (7+8+9—10) 5, 471. 1) 5, 32.9)| (4, 103. 9) (3, 283. 9) 
Reservations for ultimate reimbursement____.__|.......--- | (2,009. 3)| (1, 849. 3) 





1 See the following: 
* Unobligated balance of Department of Defense allocations---_..................--- $1, 949, 076, 757 
Plus, unobligated balance in parent appropriation_. 542, 068, 591 
. 2, 491, 145, 348 
Less—return to Treasury 68, 632, 619 


> Balance reappropriated 2, 422, 512, 729 


The estimates for fiscal years 1955 and71956 are subject to such modification as sec. 1311 certification of 
June 30, 1954, obligations dictate. 
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Mr. Suaw. Last week the committee was given a tabulation known 
as the status of MDAP funds available, fiscal year 1955, as of April 
30, 1955, and estimated June 30, 1955. 

The committee requested a breakdown by major categories of the 
items that were covered by the reservations as of April 30, 1955. 

Mr. Passman. Do you have a copy of that for the members? 

Mr. Suaw. Yes. 

Mr. Passman. May we havea copy so we can follow you ? 


SUMMARY OF COMMON ITEMS ORDERS ISSUED UNDER MDAP GRANTS 


Mr. Henseu. This is a summary of common items orders issued 
under MDAP grant aid during fiscal year 1955 down to April 30, 1955, 

This will give you an idea of the type of items designated when we 
speak of common items. 

You will see that it runs the gamut from aircraft to medical supplies, 
artillery weapons and all kinds of ammunition. 

Mr. Passman. We will insert that table in the record at this point. 

(The table referred to is as follows :) 
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Summary of common item orders to be issued under MDAP grant aid, during perio 


110 
120 
130 
140 
150 
160 
170 


230 


106 


May 1—June 30, 1955 


Description 


Io csassereeiemnradegagtaicneks nadine 
Ships and harbor craft. -........--.- 
Combat vehicles. ................. 
Support vehicles. -........-...-.... | 
I sans ht gs ea dell tcechuahin RR 
EE wei intuindnenaganains 
IR sain cnincidnind esntgquttes 
Electronics and communications | 
I cca. 0k seth nshicsoniintelbictansen | 
Major materiel handling equip- 
BN cneddacctkvteecies abet 
Construction equipment- -.__-.._-- 
Training equipment._..........--- 
Shop and utilities equipment_____- 
Photographic equipment---__.__--- 
Medical equipment and supplies__ 
Organization, base and mainte- 
nance equipment and supplies. - 
Undistributed reserve (@RC) !____ 








Total all serv- 
ices, common 
item orders 
to be issued 
May 1, 1955- 
June 30, 1955 


$218, 204, 075 
10, 507, 305 


60, 079, 920 | 


42, 905, 871 
6, 007, 558 
33, 372, 635 
106, 556, 178 


92, 766, 082 


265, 557 
4, 851, 445 
6, 959, 019 

520, 205 

2, 491 

278, 962 


8, 984, 878 
10, 975, 791 


603, 237, 972 





Army total, 
common item 
orders to be 
issued, May 1, | 
1955-June 30, 
1955 


60. 007, 920 | 

32, 952, 185 
5, 402, 408 
4, 717, 766 

82, 516, 844 


26, 850, 845 


4, 733, 485 
1, 526, 248 


225, 904, 773 | 








Navy total, 
common item 
orders to be 
issued, May 1, 
1955-June 30, 


Air Force total 
common item 
orders to be 
issued, May |, 
1955-June 30, 


1955 1955 
$28, 015, 452 $189, 631, 21) 
10, 507, 305 |...--.._. 

2 OP Sicsckeaene 
596, 800 9, 356, 884 
41, 000 564, 15) 
188, 376 28, 466, 493 
217, 020 23, 822, 314 
2, 005, 204 63, 910, 033 
Si eae 265, 557 
5 coals acai hie a lei 117, 960 
3, 524, 800 1, 907, 971 
Sp Suey es See Eel” coll 520, 205 
Gisele ainatendel ti cdtoum 2, 491 
1, 800, 000 824, 180 
si asseceliiaaataiee te eldits in tea 10, 975, 791 
46, 967, 957 | 330, 365, 242 


1 The fluid condition in GRC necessitate maintaining a contingency reserve to cover high priority 
requirements as they are generated. 


Summary of unreserved MDAP common items as of June 30, 1956 


ie Ney le amninans 
Ships and harbor craft __._....-....- 


Combat vehicles 
Support vehicles ! 
a ea alee Seal 
a ee See 


IE. ise caiman cee nan 


ment 


Organization, base, and 


Army Navy Air Force 
unreserved | unreserved | unreserved 
common common common 
items items items 

| 
incite 3, 920, 130 2,105,460 | 119, 464, 441 
ovate 1, 230, 042 By OO To nccendeesane 
cccassentaceest = WG ie 
OO Senco dace 
23, 355 600, 000 
Salads 7, 846, 894 12, 238, 753 
2, 158, 682 74, 867, 394 
ail, Nice Raa eaten Mie dband axithees<d 29, 798 
ooewee REE TE 1a didocndosenns 267, 783 
aaeaem Be OO OO he ckapindmunnns 7, 164, 380 
nb in daca tek 740, 830 
og nani apiitialind 60, 129 
Padinaaal DAI. Cc decker’ 25, 121 
site 1, 560, 244 159, 600 6, 286, 725 
a Mi SID, be Gntntindnteias etcnnadecied 
tinea ie 277, 848, 701 13, 975, 225 237, 366, 466 





Major materiel handling equipment 
Construction equipment _-_.___.__._- 
Training equipment____.........-._- 
Shop and utilities equipment_._.......-.__]..---..--.--_- 
Photographic equipment...............-._|_..---.--.--.. 
Medical equipment and supplies_-_- 
maintenance 

equipment and supplies__......._. 
World War II vehicle spares !___.._. 








Total 
unreserved 
common 
items 


125, 490, 031 

s 2, 547, 598 
o 22, 561, 013 
25, 133, 022 

-| 20, 176, 377 
9, 440, 001 

112, 438, 467 


130, 461, 676 
29, 798 

17, 353, 502 
9, 184, 380 
740, 830 

60, 129 

1, 193, 508 


8, 006, 569 
44, 373, 491 


529, 190, 392 





1 Represents components and spares required to maintain Army World War II combat and support 
vehicles shipped to MDAP recipient countries. 


Mr. Suaw. There are three pages that you have just inserted in the 


record, and the 


all relate to this same subject. 


Mr. Taper. These figures represent the items that the FOA has 
ordered from the different agencies for different materials? 

Mr. Snaw. It has nothing to do with FOA, Mr. Taber. This is an 
explanation of the content of the common item orders that have been 
issued by the Department of Defense to the Army, the Navy, and the 
Air Force, for delivery to the military assistance program. 

Mr. Hensex. And which we cover under reservations to begin with 
rather than direct obligations. 
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RESERVATIONS 


Mr. Passman. Mr. Secretary, the last item on the last statement you 
gave us says, “Net Reservations, April 30, 1955, $1,406,059,474.” Is 
that correct 

Mr. Henset. Yes. 

Mr. Passman. These reservations were discussed briefly last week. 
They represent commitments that we are obligated to carry out at some 
future date. 

Mr. Suaw. No, sir. As you say, the reservations are a firm commit- 
ment. It isa statement by the Secretary of Defense to the services that 
there has been set in reserve an amount of money equal to the total cost 
of a list of materials that are being ordered. This assures the services 
that they may use their own appropriations, supplemented by special 
apportionments from the Bureau of the Budget in anticipation of 
reimbursement, to procure those items; and that when the delivery is 
made MDAP money will be available to reimburse their appropriation. 

Mr. PassMan. Some of those commitments may be canceled; others 
may be transferred to another military program ? 

Mr. Hensex. If it can be done successfully. 

This is a rough way to state it. Think of two types of obligations. 
One the obligation we make to an outsider where we get a firm commit- 
ment and cannot get out of it without his consent. And we have an- 
other set of obligations that are internal, where we, in the Secretary’s 
Office with the money, make a firm commitment to the service—if you 
will procure and deliver to us X items, we will pay for them and we 
have the money set aside. And we put the money aside right there. 
There is a little more flexibility in these internal commitments because 
if the service can use the item or if the service was contemplating just 
taking it off the shelf, or if the item, such as a tank or something, was 
being produced largely to keep a production line going rather than 
to fulfill a need, and we tell the service, “Look, we are sorry, but we 
have changed our idea on that,” the probabilities are you could rear- 

range the money without suffering the same kind of cancellation loss 
that you would if it were a commitment to the outside. I think that 
there is an essential difference, one, the internal commitment and one 
the external. 

Mr. Passman. I am trying to get this picture fixed in my mind. 

Heretofore what we refer to now as reservations were carried as 
unobligated balances ? 

Mr. Hensev. We do not think of them as such, sir. There has been 
some thought they were not really a firm obligation, but we feel that 
they are just the same as an obligation. 

Mr. Passman. I understand. that, but you did carry them in the 
unobligated balance column. 

Mr. Hensev. In prior years, yes. That is one of the great steps 
made in that redefinition of obligations. 

Mr. Passman. That clears that point. 


ADMINISTRATION OF Minirary ASSISTANCE 


Let us refer to page 252 of the justifications . What was the amount 
available for administration of military assistance for the current 
fiscal year ? 

64418—55—— 8 
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Mr. Suaw. $23,250,000. 

Mr. Henset. May I make an explanation, Mr. Chairman? 

No money is specifically set aside in the appropriations act for 
administration. Generally. what Congress has done is to put a ceiling 
eon administrative expenses and say they should not exceed a certain 
figure. Now, the ceiling that was set for the fiscal year 1955 was 
$23,250,000. Whether you want to call that a setting aside of that 
amount of money, I do not know, but it was stated: “Do not spend 
more than that.” 

Mr. PassMan. That is for administrative expenses ? 

Mr. Hensex. That is right. That is the comparable figure to what 
we suggested on our page there at $24 million for the fiscal year 1956, 


OBLIGATIONS 


Mr. Passman. How much is presently obligated for administrative 
expenses against the current fiscal year’s appropriation ? 

Mr. Hensev. We believe approximately $17,500,000 will be actually 
spent. 

Mr. Passman. For the current fiscal year ? 

Mr. Hensev. For the fiscal year 1955; yes. Administrative expenses 
are almost on a current basis. Occasionally you get an obligation 
that is a little ahead, but you generally spend in the year whatever you 
are going to spend, or whatever you have obligated. 

Mr. SuHaw. May I interrupt? 

It is true the $17 million will be spent by the Department of De- 
fense for administration, but an additional $5 million will be spent by 
the State Department for the same purpose for which we will reim- 
burse them. 

UNOBLIGATED FUNDS AS OF APRIL 30, 1955 


Mr. PassmMan. How much is presently unobligated in the adminis- 
trative expense item for the current fiscal year ? 

Mr. Suaw. Unobligated as of April 30, this year, $6,300,000, which 
will have been spent by the end of this year. 

Mr. Hensev, I assume that you were asking for the figure at the 
end of the year. 

Mr. Passman. We want the amount as of the latest date, by that 
I mean the latest firm figure you have on the item. 

Mr. Henseut. As of April 30 we estimated we would still have to 
spend during the rest of the year $6,300,000, and if you will look at it 
in that sense, you might call it unobligated. 

Mr. Passman. In your justifications of course you do set out the 
amount you will spend for administrative expenses during a fiscal 

ear ? 
” Mr. Hensex. We want to give you an estimate of what we think 
the administrative load will be. 

Mr. Passman. With respect to the overall military program for 
the fiscal year 1956, do you anticipate about the same workload in the 
administrative end, or will it be more or less ? 

Mr. Henseu. You are talking now just on the administrative side! 

Mr. Passman. I am talking about your overall program now. The 
military assistance program, as far as the volume and amount of obli- 
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gations for the next fiscal year are concerned, will it be comparable 
to the fiscal year 1955, or will it a less ? 

Mr. Hensex. I think from the standpoint of expenditures it should 
bemore. AsI told you, expenditures were held back 

The administrative expense burden in Korea for fiscal year 1956 
will be transferred from the Army budget to this budget. 

In addition, I should mention—and we have not included it in our 
$24 million estimate—we will have an additional administrative ex- 
pense in connection with direct-forces support, which, as you know, 
we are taking over as of July 1, and for which we have not been 
responsible heretofore. 


TOTAL ADMINISTRATIVE EXPENSES FOR FISCAL YEAR 1956 


Mr. Passman. Mr. Secretary, you are asking for an increase in 
administrative expenses for the fiscal year 1956, are you not? 

Mr. Hensex. I am indicating to you if you expect us to do the job 
there will be an increase. 

Mr. Passman. You are asking for an increase. What amount of 
increase are you asking for over the appropriation for the fiscal year 
1955 

Mr. Hensen. If you look at it on the basis of the ceiling that you 
fixed in the fiscal year 1955, which is the only way that I know to do 
it, it is an estimate of $750,000 increase, without any allowance for 
direct-forces support administration. 

Mr. Passman. Mr. Secretary, how much do you expect to obligate 
and reserve in the present fiscal year on the overall program, and I 
am speaking now of the military? The administrative expenses of 
$24 million for 1956 would not be the total amount that would be 
expended for administrative expenses; is that not so? 

Mr. Henset. It is our estimate of the total cost of military assist- 
ance program as the accounts are kept. Now, if you want me really 
to confuse you, it can be done very simply because a great many of 
the administrative expenses that are actually ine urred are borne by 
the military departments. 

Mr. Passman. Then the total amount is indefinite? 

Mr. Henseu. The administrative expense account in connection 
with MDAP, to give you an honest answer as to what it costs to 
administer MDAP onthe over all, is so mixed in with the military 
department expenditures that it is almost impossible to give you a 
complete figure. 

I can give you a figure of what we spent under our accounting rules 
and charged to this particular appropriation, but that is not the total 
administrative expense in getting the whole job done. 

Mr. Passman. That is what we are trying to determine, what the 
total amount of administrative expense would be. 

Mr. Denton. Why are the administrative expenses so hard to figure / 
It looks to me like those are the ones that would be the easiest to figure. 
Every Government agency has the same problem. 

Mr. Hensew. I know, but it is the way the account grew up. The 
total administrative expenses incurred by the Department of Defense 
in planning, supervising, and carrying out this program are not all 
paid ont of MDAP funds. As a matter of fact, it is estimated only 
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between 30 and 40 percent of the total MDAP administrative expenses 
are charged against MDAP funds. 

For instance, a large portion is paid by the military departments 
out of their respective military appropriations. The pay and statutory 
allowances of United States military administrative personnel in the 
field and in Washington, approximately half of the travel expenses 
involved in changes of station of the military personnel, unless by 
chance those travel expenses can be paid out of local currencies that are 
in the possession of MDAP, then MDAP pays all it can out of local 
currencies. Also, the medical expenses of military personnel and their 
dependents. That is all paid out of the military appropriation. Then, 
furthermore, we make certain deals with the different countries which 
vary, whereby certain countries bear substantial portions of adminis- 
trative expenses, and where services and facilities are furnished with- 
out charge. 

You see why I say it is extraordinarily difficult to tell you just what 
is the overall cost. I can tell you what the overall charge against this 
account for administration would be, but to collect together and to 
value all of the free services that are furnished by the different coun- 
tries, to add up all the charges against military department appro- 
priations, would be a very large job. 

You are dealing here with between 30 and 40 percent of the total 
MDAP administrative charges and that is all. 

Do I think it is a highly artificial arrangement? I do, sir. I think 
it is an extremely difficult thing to control. But until we can pull it 
together, and until we can get some idea of what it is, it is very difli- 
cult for me to change the rules right in the middle of the stream. 

Mr. Passman. In other words, from your past experience with this 
program, you have not been able to put the three together. If I under- 
stand correctly, you have administrative expenses in this program, 
and you have your administrative expenses in the military program 
and your administrative expenses applying to the State Department? 

Mr. Henset. And also, we have what really are expenses, but they 
are furnished free by those countries. 

Mr. Passman. But as far as the actual amount of money spent on 
administrative expenses is concerned, would it not be possible to put 
the three together and come up with a figure as to the total amount 
of administrative expenses based on past experience ? 

Mr. Snaw. Impossible, sir. 

Mr. Hensrt. It is because of the way the accounts have been kept. 
This is not something that we have invented. I mention it simply by 
pointing out that in dealing with these expenses all you are focusing 
your attention on is—what expenses are charged against this account, 
and how are they determined in a highly artificial manner? 

Mr. Passman. I trust that I am not being misunderstood. What 
we are trying to do is to establish the total amount of administrative 
expenses for this whole program, the part that you pay the military, 
the part that goes to the State Department, and the part that you use 
in the administration of the overall program. We are trying to arrive 
at that figure, and in all probability it will be necessary that we have 
that figure before we finally mark up the bill. So we would like for 
you to try to put something together for us. 
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Mr. Henset. May I dothis? Maybe this will answer your question, 
but I do not know if it will clarify it. If you assume that about 40 
percent of the total administrative expenses are charged against these 
funds, that is what we estimate will be roughly $24 million. You can 
thus see the total expenditures from all sources for administration run 
about $60 million, without any consideration of direct forces support, 
where the administrative expenses have been calculated right into the 
program costs. 

Mr. Passman. I think that answers the question. We will get the 
overall amount that you use for administration. 


OBLIGATIONS FOR OVERALL MILITARY ASSISTANCE PROGRAM, FISCAL YEAR 
1955 


Now, I asked the question earlier—how much do you expect to 
obligate in reserve during the fiscal year 1955 for the overall program ? 

Mr. Suaw. That figure is shown on section 1, page 18, of the mutual 
security program book, volume 1. The general authorization for the 
obligations for the fiscal year 1956 is estimated to be $1,898 million. 

Mr. Hensex. Did you ask for the fiscal year 1955 or 1956% 

Mr. Passman. 1955. 

Mr. Suaw. For the fiscal year 1955, $2,685 million. 

Mr. Passman. Has that figure been changed recently ? 

Mr. Murpuy. Yes. That figure was changed when the revision of 
the estimated carryover of $100 million was raised to $620 million. 

Mr. Passman. As of what date? 

Mr. Mureny. As of June 15. You will see this page is revised down 
in the lower right-hand column. It shows a revision as of June 15. 

Mr. Passman. Will you reconcile the figures between the old table 
and the new one? 

Mr. Henset. As I understand it, you would like a reconciliation of 
the estimate of the total obligations for the fiscal year 1955 as it appears 
in the small green MSA book at section 1, page 18, with the figures 
that appear in lines 7 and 8 on the first exhibit that was introduced 
this morning, which is headed “Status of Fiscal Year 1953-56 Mili- 
tary Assistance Funds, in Millions of Dollars.” 

Mr. Passman. That is correct, sir. 

(The information is as follows :) 


Reconciliation of estimated status of obligations and reservations, June 30, 1955 


Mutual security program 1956 estimates—Vol. I, sec. I, p.18: 
Recapitulation ch. 1, military assistance: 
Total obligations and reservations_______--__--------- 2, 824, 286, 116 
Comparative transfers to adjust to fiscal year 1956 
structure 113, 650, 000 


Obligations incurred and reservations recorded__.___ 2, 937, 936, 116 


Department of Defense: 
Status of fisenl year 1953-56 military assistance funds: 
Line 7: Current year obligations (1955) 
Line 8: Year-end reservations (June 30, 1955) 
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Reconciliation of estimated status of obligations and reservations, June 30, 
1955—Continued 


Reconciliation—Add: Allocations from Department of Defense not con- 
sidered in above tabulation as available for Department of Defense 
programing: 

To FOA for: 
Development assistance, Iran 
Development assistance, Guatemala 2. 
Defense support, Pakistan 20. 
Coal fund 20. 
Escapee program 6. 
Assistance to Spain 5D. 
United Kingdom surplus agriculture program___---~-~- 38. 9 
To State Department for : Administrative support of MAAG’s_ 5.0 


OORT Gr ok ck wc eee ee eae te ee ee oe 157. : 


Total Department of Defense obligations and reservations______ 2, 937.‘ 
EXPENDITURES IN FISCAL YEAR 1956 


Mr. PassmMan. How much do you expect to spend during the fiscal 
year 1956? 

Mr. Hensex. For what? 

Mr. PassMAN. For the overall MSA program. 

Mr. Henset. If you will turn to the sheet headed “Status of Fiscal 
Year 1953-56 Military Assistance Funds,” that was introduced this 
morning, on line 10 you will notice that our present estimate of ex- 


. 


penditures for the fiscal year 1956 is $3 billion. 


ADMINISTRATIVE EXPENSES 


Mr. Gary. Referring to the chart that you have placed before the 
committee, you show the administrative expenses at $24 million. Does 
that include the Defense Department expenses and the State Depart- 
ment expenses ? 

Mr. Henseu. For military assistance, yes. I say “military assist- 
ance” because it has nothing in it for the direct forces support 
administration. | 

Mr. Gary. Does any part of that cover the administrative expenses 
for the economic and technical assistance programs ? 

Mr. Hensex. No, sir. 


EXPENDITURES IN FISCAL YEAR 1955 


Mr. Lanuam. On line 10 of the status of fiscal year 1953-56, I notice 
$1,730 million. Is that up to date, or is that an estimated amount for 
the entire fiscal year ? 

Mr. Hensex. We are pretty close to the end of the fiscal year now, 
and that is our estimate of what will be spent in the fiscal year 1955. 

Mr. Lannuam. Why is that so much less in the previous year than 
the estimate for the next fiscal year ? 

Mr. HenseEx. For a number of reasons, the most important of which 
is there was a deliberate slowdown while we looked at every program 
very, very carefully. This year, I regard as the start of a period of 
reexamination and readjustment. We tried not to spend any money 
unless we had reasonable assurance that the expenditure would pro- 
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duce equipment or training that would be useful under both the con- 
ventional and newer type of strategy. 


EFFECT OF RICHARDS AMENDMENT 


Mr. Lannam. What will happen to that $1 billion that was appro- 
priated and held up under the Richards amendment? Will that law 
have to be changed, or was that reservation only for the fiscal year ? 

Mr. Hensex. I would say that the law would have to be changed, 
or should be changed, because all of those countries have now come 
into what I would regard as a satisfactory Western European Union, 
and the purpose of that amendment was to force ratification of EDC. 
Now, that did not happen, but something happened that 1 regarded 
as its equivalent and just as good and maybe from certain aspects 
better. 

Mr. Lanuam. Some of us on the floor tried to amend the Richards 
amendment so that it would apply to just this sort of thing, but we 
were unsuccessful. 

Mr. Henset. You were not completely unsuccessful because ad- 
ministratively we brought certain pressures to bear in that way and 
slowed down deliveries to those countries in that period. I should 
also point out that the whole program was a bit slowed down last 
year because the final appropriation bill was not signed until Sep- 
tember 3, and so you had July and August which went by on a very 
tenrporary basis. That would also have a depressing effect upon 
expenditures. 

EFFECT OF RESERVATIONS ON EXPENDITURES 


Mr. Lannam. Let me ask you if line 8 of the same schedule does 
not account for a portion of it also? 1 see there $2,009 million year- 
end reservations ¢ 

Mr. Hensex. That is an obligation. I thought we were just talking 
about expenditures—how much money went out of the till. 

Mr. Lanuam. That is what I mean. You have reserved that 
umount, and in effect that accounts for the difference in expenditures, 
it seems to me. 

Mr. Henseu. No, sir. I do not think it has anything to do with 
expenditures. 

Mr. Lanuam. But only the obligations ? 

Mr. Hensezt. Only with the obligations. I just wish in a way we 
could get rid of the split label between obligations and reservations 
because legally and practically they have the same effect and are the 
same thing, so if you will think of the total of those two figures as 
the amount obligated I think you will be clear. And it is not the 
same, and it may have no relation to the amount expended. Ulti- 
mately the amounts obligated will affect the expenditures, but it does 
not necessarily do it in the same year. As a matter of fact, with the 
long lead-time items, you can almost guarantee it will show no simi- 
larity between the two. 

Mr, Lanuam. It will mean that the expenditures, because of these 
reservations, will probably be bigger next year ? 

Mr. Hensex. That is right, plus the fact that I am counting on 
1956 having a much more understandable program, something that is 
in tune with current realities in the field, and that we will go for- 
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ward. It is not that needs vanished, but we did not want to be send. 
ing the wrong types of weapons for the newer strategy, or the wrong 
type equipment. 

NUMBER OF PERSONNEL 


Mr. Natcuer. Mr. Secretary, as of July 1, 1955, how many em. 
ployees will be charged directly to this program ? 

Mr. Henset. No one could answer that with accuracy right nov, 
and I will tell you why. We can give you the total number as of June 
30, but I am not quite clear—and I do not think anyone will be clear 
for a while—as to just how many additional people we will need for 
the administration of direct forces support. 

Mr. Narcuer. Mr. Chairman, if it meets with your approval, and 
with that of the members of the committee, suppose we have the Secre- 
tary insert at this point in the record a chart showing the present 
number charged to this program. 

Mr. Hensew. I can give you the present number. 

Mr. Natcuer. And then insert, before we finish our hearings, the 
numbers anticipated, effective as of July 1. Can you do that? 

(The information requested was supplied to the committee.) 

Mr. Henset. I am going to have a little trouble with July 1. The 
estimate for 1955, permanent civilian positions—and they are charged 
against this account—1,626, and in 1956 we estimate 2,539. You were 
speaking on a global basis, were you not ? 

Mr. Narcuer. That is correct. How is the 1,626 figure broken down 
as to categories or groups? 

Mr. Hensexv. Do you mean geographic locations? 

Mr. Natcuer. Yes, geographically. How many of those employees 
are based in the United States, located right here ? 

Mr. Henset. I do not have it broken down geographically. 

Mr. Comer. 876 in departmental United States, which means at 
the seat of government within the Washington area; 876 civilian per- 
sonnel in the fiscal year 1955. 

Mr. Natcuer. That is within the Washington area ? 

Mr. Comer. Yes. 

Mr. Narcuer. Do you have it for the United States? 

Mr. Comer. In addition to that there are 126 in other locations 
within the United States. Practically all of those are at the Dayton- 
Wright Field, the Air Materiel Command. 

There are 624 civilians overseas for a total of 1,626 civilian 
employees. 

Mr. Hensew. I read the wrong line when I gave you the figure before. 

Mr. Comer. That is for the fiscal year 1955. 


OBLIGATIONS BY OBJECT 


Mr. Denton. Most all of the justifications that I have seen give us 
a breakdown of personnel, where they are located and what rating 
they have. Then they give us other items of expenditure that they 
would have for automobiles, traveling expenses, office rent, and so 
forth. Is there any place where that is broken down in this justifica- 
tion? It would be of great help to me if I had it. 

Mr. Henset. I do not know whether this table is satisfactory for you. 
but we do have a rather detailed breakdown dealing with personnel 
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for the fiscal year 1954, the estimate for 1955, and the estimate for 1956. 
It is broken down into travel, personal services, and all. 


it answers your question. 


Mr. Denton. Does that come to the entire amount? 


Mr. Hensew. $24 million; yes. 


Mr. Denton. And that is all for personnel ? 
Mr. Henseu. It is personnel. communications, rents and utilities. 


Mr. Denton. That is what I mean. 


deal if you would put that in the record. 
Mr. Hensex. Let me introduce for the record a statement consisting 
of a cover page and six sheets entitled “Department of Defense Ad- 


ministrative Expenses, Fiscal Year 


» 1956.” 


I think that 


I think it would help us a great 


Mr. PassMAN. The table will be inserted in the record at this point. 
(The table referred to is as follows :) 


TirLe I—CuHarptTer I—Muiu.itTary ASSISTANCE 


Department of Defense administrative expenses—Comparative summary of direct 
obligations by object class, United States and overseas consolidated 


MILITARY PERSONNEL 
Total number of permanent positions- ------ 


Average number of permanent personnel----- -- 
Average number of temporary duty-_-...------- 


Average number of military personnel 
Payment above basic rates, military personnel: 
Station allowances - 
Initial clothing allowances. onal 
Maintenance clothing allowances__.__--- i 


Total, military personnel 
CIVILIAN PERSONNEL 


Permates Wnent oo 55 oh ed. Sheek 
Deduct lapse 


N um-| 
ber 


Actual, 1954 


Amount 


6, 281 


6, 468, 249 
668, 116 


| $2, 807, 124 | 
74, 905 | 


j 2, 888, 310 ee 


| 
Estimate, 1955 


Num-| 


ber Amount 


¥ Estimate, 


Num- 
ber | 


3, 149 


2, 866 


3 


2, 869 | 


| $2, 949, 206 
0 | 


6, 451, 156 
451,8 | 


9, 206 | 2, 86 


1,410} 6, 


89 





Net permanent personnel 
Average permanent local personnel not included 


Average part-time and temporary personnel. saan 


5, 800, 133 
445, 033 


38, 876 


477,7 


762 


37, 500 


5, 999, 79 





Average employment, all civilian per- 
sonnel 

Regular pay in excess of 52-week base__.______- 

Payment above basic rates, civilian personnel.__| 

Allowances 

Overtime and holiday pay 


Total, civilian personnel 





DIRECT OBLIGATIONS 
Personal services 
Transportation of things 


Communication services 
Rents and utility services______- 


Printing and reproduction____._._._- caida hails ts 


Other contractual services 


Services performed by other agencies______|___-- 


Supplies and materials 
Equipment 
Taxes and assessments 


6, 284, 042 
19, 028 
0 


208, 543 
115, 030 


| 6, 626. 643 





9, 514, 953 
3, 369, 243 
1, 266, 706 
73, 930 
17, 068 


247, 886 
3, 921, 583 
106, 089 
18, 204 


seus || Se 





43, 724 |_.....| 


| 
3 | 6,514, 541 
| 96, 729 | 
0 | 


115, 179 | 


|1, 626 | 4, 933, 073 


tee att 


1, 651, 519 
77, 162 
36, 400 
50, 600 

cose] SOQ SET 

5, 283, 782 | 

105, 296 | 

20, 102 | 

14, 808 | 


3, 947, 128 | 





1, 215 
3 


2, 539 7 


276, 624 |.___- 


2, 539 | 


9, 882, 279 |_..-- 


1, 321 6, 


1956 


Amount 


644, 
363, 


738 
952 
280, 786 


865, 
38. 


232 
000 


, 184, 018 


30, 587 

0 
475, 610 
123, 860 


7, 814, 07 5 





” 


‘ 
| 


| 21, 400, 000 | 
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Fisca, YEAR 1956 DEPARTMENT OF DEFENSE ADMINISTRATIVE EXPENSE 
GENERAL STATEMENT 


This statement of requirements of the Department of Defense for administra. 
tive expenses in carrying out its responsibilities under title I, chapter I, of the 
Mutual Security Act of 1955 during fiscal year 1956 is based on and consistent 
with the definition of “administrative expenses” used in the preparation and 
presentation of the estimate for administrative expenses under the mutual 
security program (MSP) for fiscal year 1955. 

It provides for departmental costs at the seat of government; headquarters 
general staff costs, wherever performed; and the administrative costs of field 
organizations devoted to overall program planning, development and management 
of the MDA program. The only field organizations in the United States covered 
are the general staff sections of the Air Materiel and Air Training Commands, 
which are located away from Washington for operational convenience. All other 
field organizations provided for are located overseas and consist of 6 regional 
groups and military assistance advisory groups (MAAG’s) for 36 different 
countries. 

As in the past, this administrative expense estimate covers only a portion of 
such costs within the Department of Defense. Since the inception of the Mutual 
defense assistance program (MDAP) it has been the established policy of the 
Department to utilize existing personnel and facilities to the maximum extent 
possible in carrying out MDAP business and to charge MDAP appropriations 
only with additional requirements which could not be met by such existing per- 
sonnel and facilities. This estimate, accordingly, includes the personal services 
and other costs in the United States which can be identified as additional require- 
ments and all costs of administrative activities performed in the MAAG’s or by 
the regional groups, which are additional requirements not available from exist- 
ing Service resources. In addition, under authority of section 727 of Public Law 
458, 88d Congress, certain MAAG’s have arranged to receive from the countries 
they service certain real property, services, and commodities, without cost to the 
Tinited States, for use in meeting administrative costs of the MDA program. 
This reduces the requirement for appropriated dollars, and contributes to the 
mutual assistance aspects of the program. 


OVERSEAS REQUIREMENTS 


The overseas activities included in this estimate cover the requirements of 6 
regional groups and MAAG’s for 36 different countries, including support to be 
furnished by the Department of State. 

The six regional groups are (1) the Military Assistance Division (MAD) 
CINCEUR, now located in France: (2) the defense adviser, United States 
Regional Organization (USRO). in Paris: (3) the MDAP control group, a smal! 
administrative group now located at Army headquarters in Heidelberg: (4) 
advance planning group, located at Bonn, Germany, which will become MAAG 
Germany upon completion of required negotiations and agreements: (5) EUCOM 
annual review, a2 small staff located in Paris for NATO annual review activities: 
and (6) the military assistance element of CINCPAC. 

Of the 36 MAAG’s covered by the estimate 30 were in operation during fiscal 
year 1955, and 6 are planned for activation during fiscal year 1956. Of the new 
MAAG’s, 4 are to be located in the Middle East area, and 2 in the Far Bast. 

Because of the nature of the duties to be performed and the specialized pro- 
fessional and technical knowledge necessary for performance of those duties, 
military personnel are required for the most part in overseas organizations. 
While a small number of professional and technical personnel are required. 
especially in the regional organizations, the great proportion of United States 
civilian employees are used for secretarial assistance. Indigenous employees, at 
local rates applicable to services performed, are used whenever security permits. 
Indigenous employees are necessary in locations where Americans are con- 
fronted with serious language difficulties. 

The requirements overseas make up approximately 76 percent of the entire 
estimate and account for practically all of the increase over fiscal year 1955. 
This increase is due princinally to the necessary increase of existing organiza- 
tions in the Far East and the additional MAAG’s. planned for activation during 
fiseal year 1956. For one new country MAAG it is estimated that a staff of 400 
military and 750 civilians will be required at a cost in excess of $1.25 million. 
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‘he remaining five expected to be activated in fiscal year 1956 are estimated to 
require 582 United States personnel, both military and civilian. 

By agreement with the Bureau of the Budget, funds appropriated to cover 
estimated cost of new MAAG’s in fiscal year 1956 will be held by them in an ap- 
nortionment reserve, subject to release only when the offices are actually to be 
into operation. 


TirteE I—CuwHapter I—Miwirary ASsIsTANCE 


Department of Defense administrative expenses—Comparative summary of 
obligations by object class, departmental 


Actual 1954 Estimate 1955 


Num 


ber Amount 


MILITARY PERSONNEI 
number of permanent positions 


\verage number of permanent personnel 
{verage number of temporary duty 


Average number of military personnel 
ayment above basic rates, military personnel: 
Station allowances 
Initial clothing allowances 
Maintenance clothing allowances 


otal, military personnel 
CIVILIAN PERSONNEL 


anent positions 
educt lapse. 9 » 24 5 261 


Net permanent personnel 5 ya i 4, 270, 


\verage permanent local personne! not included 
wVeE 


rage part-time and temporary personnel 


Average employment all civilian person- 
nel 
Payment to other agencies for reimbursement 
letails_- 
gular pay in excess of 52-week base 
nent above basic rates, civilian personne]_-- 
Allowances 
Overtime and holiday pay 


T 


otal, civilian personnel 
DIRECT OBLIGATIONS 


Personal services_..- 

rravel. 

Transportation of things 

Communication services 

Rents and utility services.- 

Prifting and reproduction 

Other contractual services. -- 
Services performed by other agencies_- 

Supplies and materials_- 

Equipment. 

laxes and assessments... 


Total, direct obligations 
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Department of Defense administrative expenses—Comparative summary of dired 
obligations by object class, field, United States 





Actual, 1954 | Estimate, 1985 Estimate, 1954 





Num- 
ber 
MILITARY PERSONNEL 
Total number of permanent positions_-_-.......- 12 
Average number of permanent personnel-_-.-.---- 12 


Average number of temporary duty 


Average number of military personnel----. 12 
Payment above basic rates, military personnel: 
En IN onc cadicarcescencanlosedues 
Initial clothing allowances. -.-..............--.|-..-.- 
Maintenance clothing allowances. -.-......-.|..---- 
Total, military personnel----.........---- 12 | 
CIVILIAN PERSONNEL 
IO is cncccanecedeccsdococcenens 137 
Sitti dtndammensbuduscctiinabeonnine 12 
Net permanent personnel. .........------- | 125 


Average permanent local personnel not included 








Amount ber 





137 
11 


$664, 535 
62, 114 | 


602, 421 | 126 


Num- 








Amount 


$662, 300 
46, 955 


615, 345 | 126 


eS 


Num- 


ber Amount 








Oe ele ici 
137 $670, 30 
ll 52, 00 


618, 30) 














Average employment all civilian person- 
RE Ai cn saat hesteedncaks, Sake ass ah haan: ski 125 602,421 | 126 615,345 | 126 618, 300 
Payment to other agencies for reimbursable de- 

Woden sosunchbu -chcabeenccaticetn pes. ee Ose aah 0 . 0 
Regular pay in excess of 52-week base__.....-.. | -.--- 20061 6... yf eee 2,70 
Payment above basic rates, civilian POEM, atamaie Bib inns Oth ede ( 

I. 5 ck Ankh, > cokcccieecdGhetl «cust ead Od cca 0 
Overtime and holiday pay---_-......------- os 19, 460 | _._-- 15, 000 | 15, 00 
Total, civilian personnel. ----........----- 12& 624, 566 | 126 633,045 | 126 636, 000 

DIRECT OBLIGATIONS 

Gh: Bammer ci i 6 ei nen dan enh: cece 624, 566 | .-.-.- 633,045 | ..-.- 636, 000 
Oe OR ch ccndtl dik sic htele cle ainiigin lg wi eatie Senna §3, 965 | ...-- 80, 100 | .---- 70, 000 
03 Transportation of vn tias-anelnornnaas] i anew SE cciacaese t.< 0 
04 Communication services.._...........-.---.] .----- 7, 960 |... 3, 500 }.<...- 2, 000 
05 Rents and utility services________- Se Sead Misha aed Ob 208i 0 3 0 
06 Printing and reproduction --..-.........---- desired ids incite Aes 0 
07 Other contractual services ._................].....- Tc iia 3606 f. cine 2, 000 
Services performed by other agencies__..-_}.-.--- 0 0 3 0 

08 Supplies and materials.................-...-|-.---- lee Ohaus 0 
I re DP leaks Accrual 0 
15 Taxes and assessments........._- aaa uganbactous BE fen ose S008 Te ct. 4, 00) 
Total, direct obligations - -................]....-- 688, 894 | died 720, 500 |.....- 714, on 

. 


Depo 





Total 
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Department of Defense administrative expenses—Comparative summary of direct 
obligations by object class overseas 


| 
} | 


Actual 1954 Estimate 1955 Estimate 1956 


iNum- 
| ber 


bes | ley j 
jNum-| |Num- 

Amount 
| ber | 


Amount Amount 


| ber | 





| 
MILITARY PERSONNEL | 


Total number of permanent positions_ 
{verage number of permanent personnel 
Average number of temporary duty _- 


Average number of military personne] _-- 

Payment above basic rates, military personnel: | | | | 
Station allowances ; ; ; | $2, 807, 124 | $2, 949, 206) 
Initial clothing allowances__--.---------- | 74, 905 | 
Maintenance clothing allowances. - ----- 6, 281 

Total, military personnel aici ae 2, 888, 310} 2,008} 2,949, 206) : 


CIVILIAN PERSONNEL | 

Permanent positions. -- ; 277| +1,172,780| 302} 1,256,715} 351) 1,436,791 
52 oo) ag Deduct lapse.........-..---- ; 37] 139,732} 33 143,313, 47 162, 563 
~~ iY | — 


L8, 300 


269) 1, 113,402} 304 1, 274, 228 


Net permanent personnel J 240} 1,033, 048) 


\verage permanent local personne! not included | 
sbove_...- ; s ; " -_ 336 445, 033 354) 477, 762) 1, 215) 865, 232 
\verage part-time and temporary personnel. -_| 1 17, 500) 1} 13, 000 





Average employment all civilian person- | 
ne] ___. aus ‘ | 873} 1, 608, 664) 1,520) 2, 152, 460 
Payment to other agencies for reimbursement 


Regular pay in excess of 52-week base 
Payment above basic rates, civilian personnel: | | 
RW « bik icticwaadwebstacsewtc aig wield Bas esi | 276, 624 


5 Oy Overtime and holiday pay 24, 560 


6. 000 Total, civilian personnel | 57: iy 1, 917, 876 


DIRECT OFLIGATIONS | 


6 0M) . Pema cs Goch a ksndednaetagssshsecon | 4,593, 164 | 4,867, 082 | 5,640, 200 
000 0S Trem ie ts choke a: heat ics svghulidcecdbebeid 3, 047, 539 | 3,510, 480 , 643, 750 
a 8 Transportation of things...........----- : | 1,261,942 | 1,646,019 , 911, 250 


0 
2, 000 
0 
0 
2, 000 
0 
0 
0 


1, 00) 


(4 Communication services 7,947 | 16, 742 191, 800 
05 Rents and utility services_............--. an sais Mccann 7, 068 | 36, 400 46, 000 
(6 Printing and reproduction 260} 1,150 16, 000 
(7 Other contractual services 312, 608 380, 800 

Services performed by other agencies_....-|....--| 5, 283, 782)......| 5, 203, 500 


=, 


Supnlies and materials................-.---- 72, 364} 72, 700 . 129, 000 
eee a ee See ee 3, 11, 002)...... 54, 000 
PORE Gee SU POMEONOR ose ce sun ciceses-addsfccwens , 053} ASD csi ces 1, 200 


Total, direct obligations | 13,181, 6..... | 15,759, 119|_...._| 18, 217, 500 


t, 000 


Mr. Denton. Does that table show the similar expenditures for the 
same thing last year and this year both ? 
Mr. HEenseEt. Yes, and estimated for fiscal year 1956. 


INCREASE IN PERSONNEL 


Mr. Denton. I notice that there was an increase in personnel. I did 
not get the exact figure. 

Mr. HENsEL, 1,626 to 2,539. 

Mr. Denton. That is an increase of about 800. On what ground do 
you estimate you will need that large an increase in personnel ? 

Mr, Hensext. You will recall that I mentioned we never had any 
military advisory group in Germany. 

Mr. Denton. Is that furnished by the Army or by this Department ? 
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Mr. Hewnset. It is a part of each. We will have civilians in hey 
which will be charged against this account; we will have a good many 
expenses for that. That is our field office for the administration ¢ 
the program. 

Now, the field office that has been maintained in Korea through 19%; 
is maintained by the Army. We are taking that over. We need in. 
creases in personnel in our field offices in Japan. 

Mr. Denton. Where would that come in? You show an increay 
of 624 employees in 1955 to 1,520 in 1956 for overseas; is that correct! 

Mr. Hensev. Yes. 

Mr. Denton. Now this chart deals entirely with expenditures an 
personnel, the one that has just been inserted in the record. 

Mr. Hensev. Personnel, and I would say the administrative comple. 
mentary expenses involved in communications, rents, utility services, 
printing, and so forth. 

Mr. Denton. Practically the entire administrative expense fron 
this chart is for personnel. The direct obligations you have done there 
for travel and communications and taxes and assessments, those are 
the only other items that you have; is that right ? 

Mr. Hensexi. What table are you looking at ? 

Mr. Denton. The one that you just gave me. 

Mr. Henset. If you will look at the first sheet of that, Mr. Denton. 
which is what totals up to the $24,000,000—because I do not want to 
get it on a partial explanation—you will notice while personal sery- 
ices compensation is the biggest single item, it only amounts to roughly 
$11,000,000 out of the $24,000,000, and you have travel $5,100,000, 
transportation of things, about $2,000,000 and on contractual services, 
which is your State Department, you have another $5,000,000, and you 
have smaller amounts for a number of smaller items, printing and the 
like. 

Mr. Denton. Here are services performed by other agencies totaling 
about $5,000,000. Evidently, you reimburse other agencies for serv- 
ices performed. 

Mr. Henset. Yes, largely the State Department. 

Mr. Denton. Now, in addition to that, there is probably 60 percent 
of this service still performed by other agencies besides that ? 

Mr. Hensew. Sixty percent performed by the military department, 
or supplied free. 


TAXES AND ASSESSMENTS 


Mr. Denon. Here is an item that I am interested in: Where do 
you pay taxes and assessments? In foreign countries ? 

Mr. Hensex. $12,600 ? 

Mr. Denton. Yes. Where do you pay those taxes / 

Mr. Henset. I would like to break it down. I do not know the 
details. 

Mr. Denton. It is not a comparatively large item. I am just in- 
terested in where you pay your taxes. 

Mr. Hensev. I am interested now myself. 

(The information requested is as follows :) 


Object class 15—Taxes and assessments, fiscal year 1956 estimate $12,600. 
represents payments made to United States for employers share under Federal 
Insurance Contributions Act (social security). No taxes are paid to foreig! 
countries. 
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PROCEDURE INVOLVED IN MILITARY ASSISTANCE PROGRAM 


Mr. Taner. I wonder, Mr. Hensel, if you or somebody here could 
vive us a picture of the way the operation relating to military as- 
sistance has been handled in the past, that is, the administrative ex- 
penses, and the way it is to be handled in the days to come. I do not 
see how we can get the picture and size it up at all without that 
information, 

Mr. Hensev. We were not contemplating any change in the pro- 
cedure, or in the methods. I merely pointed out the situation as it 
existed. 

Mr. Taner. Supposing that Great Britain and Indochina come to 
us with a request for a certain allotment of military equipment and 
supplies, how do they make that approach ¢ 

Mr. Hensev. You are talking about the managerial approach. 1 
thought that you were talking about the expenditures. 

Mr. Taser. I would like to get that in order to understand the other. 
[ have not gotten it so far, and there has not been anything in the 
record on it. 

Mr. Hensev. Well, it is probably my fault. Unfortunately, there 
is something in the record on it but did not make it clear. 

Let me give you a brief description of the hierarchy in this ad- 
ministration, from the United States side, and I am just talking about 
military assistance. 

You start with the Washington organization which consists of the 
Secretary of Defense, my job, the Joint Chiefs of Staff on the advisory 
side and the three military departments. 

In the field we have broken down the world in general into command 
areas, unified commands. 

In E turope we have the Commander in Chief of E urope, who takes 
care of all of that area. We have none in the Middle East. We do 
have a Far East Command, and we have a command in the Southern 
Pacific, and we have a command in the Caribbean. Those are the 
next steps down in the field command. 

Then in each country that we aid in any way in the military as- 
sistance field are stationed these military assistance advisory groups 
which are the lowest field agencies in the hierarchy. That is what I 
referred to as the MAAG’s. They work under the ambassador, with 
him, and with the economic representative there to form a country 
team. 

Now, let me deal with the past so far as programs are concerned. 

In general, the Joint Chiefs of Staff have specified a certain num- 
ber of divisions that ought to be raised in the individual countries, 
and to which we ought to contribute. That is a military judgment, 
and it is generally called a force basis, or a force goal. This informa- 
tion is sent out to the military advisory groups—this is what we are 
going to support, will you figure out how much the country will do 
and what you think the deficienc yis? It comes back into Washington 
and j is shaved down, either in the military departments or in my office. 

Now we are trying to change that very substantially. We are trying 
to get the Joint C hiefs of Staff, instead of specifying a rigid number 
of divisions and planes to be supported in those countries, to tell the 
field commander what they would like to accomplish in these coun- 
tries. Are you aiming at a defensive position? Are you aiming at 
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an offensive position? Is the Air Force expected to be able to attack 
any objectives? Is it to just defend the country? And there we ar 
asking the military advisory groups, starting with the lowest part of 
the field, and we are saying—you are on the ground—what do yoy 
think that country needs to accomplish these objectives? That will 
then be sent to the area commander and the area commander will look 
at it from an area point of view to make sure it is coordinated, that 
two countries are not trying to accomplish the same mission and that 
the overlaps are eliminated. It will then come back into Washington 
where it will be reviewed, by the Joint Chiefs of Staff to see whether 
they think it will carry out their objectives, and by the military de. 
partments. And based upon that, sir, we hope to make a program 
in the future. 
INCREASE IN PERSONAL SERVICES 


Mr. Taser. You submitted a table that shows with reference to mili- 
tary personnel an increase of 33 percent in number and an increase of 
$18,000 in amount. I do not know what the picture is, but does that 
mean you are only going to put on the 33 percent increase in the last 
4 or 5 days of the fiscal year, or what does it mean ? 

Mr. Hensevt. Remember, I explained to you that not all of the ex. 
pense was charged against this account, and that the pay of military 
personnel was borne by the military budget. All that 1s showing here 
is the amount that will be borne by this budget, and we do not expect 
there will be very much increase because we expect the majority of 
that will be borne in the military budget. 

Mr. Shaw tells me that the difference is really an adjustment in the 
station allowance which we will pick up rather than the military 
department. 

Mr. Taser. You have a civilian setup of an increase of 50 percent 
in number. 

Mr. Hensex. Yes. I told you we had new military advisory groups, 
sir, that must be set up, and also in Korea we are taking over the whole 
burden. 

Mr. Taper. Yes. 

Mr. Hensex. That accounts for the additional personnel. 

Mr. Taser. How are you going to get 913 poe oy mt people of any 
caliber for a military advisory group for something in the neighbor- 
hood of $670,000 ? 

Mr. Henseu. Let me give you one example. 

Mr. Taser. I do not know, but it looks to me like you have your 
payroll set up in such a way that we had better do a little operating 
on it before we turn you loose. 

Mr. Hensex. Well, I think quite the contrary, Mr. Taber. Let me 
give you just one example and I will account for double the $620,000. 

In Korea there are now 400 military people and 750 civilians that 
cost in excess of $1,250,000. That has been carried in the Army budget. 
Next year it must be carried in our budget. Now, if you can put it 
back in the Army budget, why, fine. Then you do not need to make 
provision here. But as long as you want us to do that work there, 
we have to take over that expense. 

Mr. Denton. I did not understand. How many came out of the 
Army budget ? 
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Mr. Hensex. The Army, through 1955, is supporting the military 
advisory groups in Korea. That accounts for 400 military personnel 
and 750 civilians. Now, that is coming over into our budget next year. 

Mr. Forp. With reg: rd to the administrative operations, as | under- 
stood your previous testimony, the military personnel cost is not com- 
ing into your picture? 

Mr. Hensex. The 750 civilians and a lot of others are coming over, 
and the military personnel are generally paid by the military depart- 
ments. Remember, we pick up a certain amount of travel, too, ‘This 
is probably as confused a picture as you could get from the account- 

ng angle. 

Mr. Taser. This proposal to increase 913 people with an average 
of $730 apiece means what‘ Are they mostly foreign employees / 

Mr. Hansen. Some of each. They run down from porter service to 
stenographer. In some countries you can- 

Mr. Mureuy. That is on the summary table. Local personnel go 
from 354 in 1955 to 1,215 in 1956. I assume that is what Mr. Taber 
wanted to know. 

Mr. Taser. How many of these 913 will be locals ? 

Mr. Hensev. I would rather get it exactly, Mr. Taber. 

Mr. Comer. In Korea the 1956 personnel strength is computed at 
14 United States civilians and 750 local personnel, total of 764 per- 
sonnel for 1956. 

Mr. Taper. And you get that addition to the numbers ? 

Mr. Hensev. That is no addition to the numbers. It is merely trans 
ferred from one budget to another. The same people are there. 

Mr. Taper. You will get that number of the 913 additional which 
you show here on this chart. Is that right ? 

Mr. Comer. Yes, sir. That number is included in the 900-plus 
figure. 

Mr. Taser. Those previously have been on the Army payroll ? 

Mr. Comer. Yes, sir. Local personnel are employed at approxi- 
mately $300 a year. 

Mr. Taper. There will be quite a change in the way you proceed to 
handle these foreign commitments. That will come more directly 
under the Defense Department, will it not. 

Mr. Hensev. There will be an additional item added to Defense De- 
partment responsibility in the direct forces support; yes, sir. 

Mr. Taser. That is, the request will come through the State De- 
partment with the wee advisory group. Is that right? 

Mr. Hensev. No, I do not feel all the requests will come through 
the State Department. We are working up our own programs which 
come right on up through our channel. 

Mr. Taner. Come right on up through your channel? 

Mr. Hensev. That is right, sir. There will be cooperation with the 
embassy in the field, and ultimately it will be discussed with the State 
Department. But we are trying to do away, if we possibly can, with 
the separate missions which come running here to Washington and 
want to take a country problem out of context. We are trying to 
force it into a procedure which will develop a coherent and unified 
plan. It is not easy. 

Off the record. 

(Discussion held off the record. ) 

64418—55——9 
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Mr. Taser. You gave us a breakdown of the numbers you had ip 
the District and the numbers that you had in the rest of the United 
States, and the numbers you had outside currently. 

Can you give me that same kind of a breakdown as to your civilian 
personnel projected into 1956? 

Mr. Hensex. Yes. That was projected. 

Mr. Taser. No, that was the 1955 figure. 

Mr. Hensex. It is on the same sheet. 

Mr. Comer will answer that. 

Mr. Comer. It is in the material supplied in the 1956 column. 

Mr. Taper. It may be part of the 539. but it does not show. 

Mr. Comer. For the information of the committee, this particular 
object class analysis shows the overall total administrative expense 
budgetary requirements estimated for 1956 and 1955 and actual for 
1954. 

Mr. Wiccteswortu. Referring to the consolidated sheet ? 

Mr. Comer. Yes. That is worldwide. The next two pages are 4 
short analysis of the program. 

a is the departmental breakdown, 1954, 1955, and 1956 by object 
class. 

Next shows those employees in the field and their expenses, and the 
last sheet is the analysis by object class overseas. 

That is a total of 957 additional personnel required for 3 MAAGS. 

Mr. Hensev. That is charged against this administrative budget. 

Mr. Taser. How many of those are local ? 

(Discussion off the record.) 

Mr. Taper. The 1,213 are what have been called indigenous, are 
they not? 

Mr. Comer. Yes, sir. 

Mr. Taser. You are estimating for local personnel. You mean 
those we have been calling indigenous? 

Mr. Comer. Yes, sir. 

Mr. Taser. I thought your activities would be lessened as the result 
of this new move, that is, the channels the things would have to go 
through would be more direct and there would be less hands through 
which things had to pass. 

Mr. Hewnsev. It is the same number of hands, Mr. Taber, but there 
has been much more emphasis on the field agency opinion and analysis 
of the situation on the ground. 

While I do not think we are augmenting any of the field agencie 
solely as the result of that, you see, military assistance has not been 
given to Germany and we must give it and provide it, I think we can 
get a more intelligent program. When you deal with these programs 
you realize your are dealing in the millions and a relatively small 
number of millions compared to the other items. If by more intel: 
ligent administration we can make certain that programs are sensible 
and thoroughly considered, we expect to direct the money into more 
useful channels. 

We want them to watch, for instance, the utilization made of equip- 
ment and its maintenance. 

I think we will save money in the other categories because ou! 
programs will be more closely tuned in with the actual field conditions 

T run a very, very simple administrative system and have just 4 or? 
men in an ivory tower. 
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What we are trying to do is bring our field agencies more and more 
to planning as well as into distribution and through that we will 
» able to get more intelligent programing. 

It cannot be done overnight, sir. But I do not look for a decrease in 
ie number, and above all I do not look for any decrease in the func- 
joning of the field agencies. As a matter of fact, 1 want them more 
nd more to function. 

Frankly, if 1 could guarantee that none of the money would be 
rasted I would be perfectly willing to double this item and think of 
as an economy. 


SERVICES PERFORMED BY OTHER AGENCIES 


Mr. Taser. You have a figure here for services performed by other 
gencies. Has that in the past been the State Department or has it 
en the FOA ? 

Mr. Hensext. Almost exclusively State Department. 

Mr. Comer. All State Department. 

Mr. Taser. All State? 

Mr. Comrr. Yes. 

Mr. Taper. There is no charge in here which represented the direct 
perations of the FOA ? 

Mr. Hensex. The answer is “No.” 

Mr. Taper. Did the FOA have anything to do with the military 
ems ¢ 

Mr. Hensex. In connection with planning programs during my 
dministration I endeavored as much as possible to have our military 
ien in the field get the opinions from the FOA men there as to the 
“onomic capabilities of the country from two angles: 

First, what could the country produce within its own boundaries 
lat we might not then need to supply to them. 

Second, what were their financial capabilities for purchasing the 
ems, 

So we did ask a great many questions, and that varied from country 
ocountry. But we are not including that in here. We felt that was 
ne of the regular duties they performed in connection with their 
onomic analysis of the country. 

I hope that continues with the change in the State Department 
cause I think that is a most important phase in laying out this 
rogram. 


Mr. Taser. I think that is all I have. 


PERSONNEL FOR NEW AND ADDITIONAL JOBS 


Mr. WieeLeswortu. Mr. Secretary, I have been laboring under the 
ipression that you had been making a substantial reduction in the 
unber of personnel and the amount of administrative expense in 
ecent years. 

Mr. Gary. You apparently have been laboring under an erroneous 
ipression, 

Mr. Wiaeteswortu. Looking at the tables before us it would appear, 
lat for military personnel, civilian personnel, almost every one of 
¢ categories of direct obligations, there is an increase all along the 
he from fiscal 1954 to fiscal 1955, and again in contemplation as 
tween 1955 and 1956. 
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Mr. Henseu. Your statement is correct but I am a little worrsf% 


that the conclusions drawn from it may not be correct. haa 
We are not increasing personnel to do the same job. We are taking le 
on new and additional jobs. ou 
Mr. Wiceieswortn. Did you take on new and additional jobs i I 
1955 as compared with 1954? ) 
Mr. Hensex. I cannot compare it with 1954, but we did a lot ff | 


work to clean up those situations, and I think activities were expandeififfien 
I am told we took on Japan and Pakistan between 1954 and 19: yce 
which we didn’t have. If 
Mr. WiceiEeswortH. You indicate in this material, on the thinfihrol 
page, that the requirements overseas make up approximately 76 peihun 
cent of the entire estimate. Does that mean that you require 24 pei M 
cent in terms of manpower and dollars for your departmental staf di 
here at home ? I 
Mr. Suaw. That is correct, sir. est 
Mr. Wiacieswortn. For every 3 men overseas you require 1 in thers 



























Department to handle the job right ? I 
Mr. Suaw. That is correct. Those people are engaged in preparingihere 
estimates, in receiving and analyzing reports, and preparing report M 
and also in scheduling the production and other procurement whit a 
is required by the program. That work is done by the service heajf B 
quarters and by men who work full time. uipe 
Mr. Henset. It is 1 dollar in 4, not necessarily a man in 4. pict 
Mr. Suaw. There is also, of course, all of the other object classegifand 
They are involved in the operation of the Department. hin 
las 

INCREASES FOR MILITARY AND CIVILIAN PERSONNEL ran 
M 
Mr. Wiceteswortnu. Looking at the fourth page of this materi), 
Do I understand correctly that here in the departmental setup you hag (9) 
120 military personnel and 893 civilian personnel ? Y 
Mr. Hensev. Reading for fiscal 1956? ine 
Mr. Wiceitreswortu. Yes. Whe 
Mr. Suaw. That is correct, sir, 123 military personnel for 1956. HRA 
Mr. Wiceteswortn. That is 1,013 people as compared with abo \ 
999 two years ago. Isn’t the work getting systematized so you can cl] do 
down this staff at home which offhand looks to be a very heavy one! & VW 
Mr. Suaw. On the page you are looking at the departmental brealfgeco 
down, total line under civilian personnel, it gives total of civilian pein t} 
sonnel for 1954. There were 886 and the estimate for 1956 is 89.4 \W 


difference of 7 persons. crea 
Mr. Wiaeteswortn. Yes, and you have an addition of seven perso M 


inthe military. The figures I gave included both. In other words, yotMas cc 
have 1,013 people you want here in 1956 as compared with 999. It@] M 
an increase of 14. M 

Mr. Hensev. That is right. any 


Mr. WiccieswortH. Why, after all these years we have been worl M 
ing, do we need over 1,000 people in the home office to provide what M 


necessary for those doing the work overseas ? Bg M 
Mr. Henset. Is it your thought there ought to be less supervisi(fi whi 
rather than more supervision ? sonr 


Mr. Wiccieswortu. Yes. I would think as time goes on we out! how 
to be able to cut down the staff, particularly that portion of it whi 
is right here in Washington. 





Mr. Henset. I explained at some length, Mr. Wigglesworth, the 
hanges we have made in order to give it better supervision. I can give 
less supervision and waste more money in some other bracket, but I 
ould advise against it. 

I told you the state in which we found the accounting of our efforts 
» get centralized accounting and better statistical controls. 

[also told you of our efforts to check on the 1 requirements and to get 
hem on a time- phased basis and to develop excesses in deliveries and 
xcesses In programing. 

If that is not considered worthwhile or desirable, I think we can 
robably cut administration, but you would save millions and lose 
iwndreds of millions in my opinion. 

Mr. WiaeiEeswortu. I unfortunately missed part of your testimony. 
did not get here until a little late. 

I have understood from Governor Stassen and others who have 
estified here before that you were making a substantial reduction in 
ersonnel and administrative expense both at home and overseas. 

I was struck by the fact that I do not find this reflected anywhere 
ere in the data you have submitted. 

Mr. Henset. I didn’t hear Governor Stassen’s testimony so we are 

tamutual disadvantage in a way. 

But I do not want to give you the impression that we are reducing 
upervision or reducing control. I want to give you quite the reverse 
picture. We are increasing supervision and we are increasing control, 
nd while we are not asking for huge increases in our staff I do not 
hink they can be reduced and still do the supervisory job that never 
as been done in the past and, in my opinion, is necessary to do if you 

rant to have this program administered carefully and economically. 

Mr. WiceLesw ORTH, On the final page of the data submitted, you 
chow a request for 2,737 military personnel overseas as compared with 
»,008, an increase of some 700. 

You show an increase from 624 to 1,520, an increase of about 900, 
in civilian personnel. That is a total increase of about 1,600 people. 
Where are those 1,600 people going to be employed? The 3 new 
MAAG’s account for 900, as I understand it. 

Mr. Henset. I can get you the exact breakdown, Mr. Wigglesworth. 
Idon’t have it in my head. 

We are taking over the Army-supported MAAG in Korea, which 
accounts for around 7 750 in civilian, and I don’t know just how many 
inthe military. 

We are increasing our activities in Japan, and we will need to in- 
crease the size of our MAAG in order to supervise those activities. 

Mr. WiceteswortH. You are apparently going to man 36 MAAG’s 
ascompared with 30 in the current fiscal year. Is that right? 

Mr. Hensex. Yes. 

Mr. Wieeieswortu. Have you made any reduction in the force at 
any one of the 30 MAAG’s which are being continued in 1956? 

Mr. Hensex. I cannot answer it. 

Mr. Comer. There is a reduction, yes. We will give you that. 

Mr. Wiceteswortn. I wish you would put a ‘table in the record 
which would show for each of the MAAG’s how many military per- 
sonnel, how many civilian personnel you had in 1954 and 1955 and 
how much you are requesting for 1956. 
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Mr. Henset. You want overall military personnel, whether charged 
to this account or not? Or do you just mean charged to this account? 

Mr. Wiccteswortu. I want to be able to make a comparison. 

Mr. Suaw. We can give Mr. Wigglesworth what he wants, sir, , 
a pi statement overall by MAAG’s. } 

. Taper. Off the record. 
(Discussion held off the record. ) 
(The information requested was supplied to the committee. ) 


RENTS AND UTILITIES 


Mr. Fenton. On the last sheet of the breakdown of overall increases 
—most of the money seems to be utilized for rent and utilities. What 
kinds of rents are those ? 

Mr. Hensew. Office buildings in the various localities which are not 
supplied free. 

Mr. Suaw. There are certain places where the embassies cannot sup- 
port our MAAG’s and in those cases it is necessary for us to provide 
rent and utilities. 

Mr. Fenton. Do you have a table showing the buildings which are 
being utilized ? 

Mr. Suaw. All the building utilized ? 

Mr. Fenton. Yes.’ 

Mr. SHaw. You mean would it be appropriate to give you a list 
of the areas in which the State Department is furnishing support office 
space and where we are paying such expenses ? 

Mr. Fenton. Yes. 

Mr. Suaw. Yes, sir. 

(The requested data will be furnished the committee.) 


OTHER CONTRACTUAL SERVICES 


Mr. Fenton. Now we come to “Other contractual services.” Can 
we get a breakdown of that item or is it already in the record? You 
have $5,203,000 programed. 

Mr. Hensev. We can get you a breakdown. It is not yet in there. 
If you would like one, we will get it. 

(The information requested it as follows :) 





Military assistance funds—State administrative support obligations by objects 
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Fiscal year 
1954 | 1955 1956 

O1_ Personal services... .. 2.2.2 on nccencnencsanessnscecsense $619, 593 $832, 108 | $782, 671 
TOTO soils ohne db eb depen wan nae th pe wedsdecee-Feseee~ 19, 460 23, 839 9, 862 
ee OE I oo nes cnccciccensqucesmncsnecsape 86, 273 135, 622 80, 872 
04 Communication services.........------------------------- 90, 417 118, 219 125, 066 
ee NS eee eee 582, 927 980, 282 979, 348 
O06. Pebatineg BG TeRPOGONIOR. 2. oo cen cnwccccccsteccccdssccuse 2,151 10, 880 5, 482 
072 Other comtiactial serViCes. ens kc cc cnc ecw ciccnsnncsoescses 126, 093 228, 867 228, 213 
_ Services performed by other agencies.....--.-------------- | 2, 129, 822 2, 502, 929 2, 528, 500 
08~ Supplies and materials...........-.----.------------------ 98, 426 224, 419 224, 221 
OO En ean bon dethohoaksdiivgachenton | 165, 949 225, 079 | 219, 165 
11 Grants, subsidies and contributions__-...........-.------- 363 38 10) 
12W Pensions, annuities, and insurance claims... ...-.-.------- alias dl Rehabs DE ho cdcnccdsoee 
TO TER es SNE... ~ acdc ccnccdctsasidbsqganeunsaueps 110 gins ctu Seana TE the ence 
NE GIG orn ccedicnvencnesccckghucgébsastusbees 3, 921, 583 5, 283, 782 5, 203, 500 
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Mr. Fenton. I think that is all, Mr. Chairman. 
Mr. Passman. Mr. Ford? 


EXPANSION OF MAAG’S IN FORMOSA AND KOREA 


Mr. Forp. As I understand the previous testimony, you are going 
to expand the MAAG’s in Formosa, and Korea. 

Mr. Hensex. That is right. 

(Discussion off the record.) 

Mr. Hensext. And expanding somewhat in Japan. 

Mr. Forp. I think it is understandable why the increase will take 
place in Formosa. I wonder why the same would take place in Korea? 

Mr. Hensex. In Korea we are taking it over from the Army. There 
is no substantial expansion in numbers but previously that whole 
MAAG was carried on the Army budget. Now it is on our budget, so 
it shows up here as if it were an increase. 

Mr. Forp. I appreciate that. I am familiar with the transfer from 
the Army budget to your budget. 

Mr. Henset. Yes, sir. 

Mr. Forp. But I got the impression in addition to the transfer there 
was to be some expansion in the MAAG itself. 

Mr. Hensex. No, sir; that is not right. 

General Wilson tells me there will be an actual reduction in the 
number. 

Mr. Forp. In both military and civilian? 

Mr. Henset. In the aggregate. 

( Discussion off the record. ) 

Mr. Forp. As I understand from a reading of the newspapers in 
the last week or 10 days, the program which Dr. Adenauer had in 
mind was not approved according to his request. 

(Discussion off the record.) 

Assuming he is unsuccessful, which we all hope he is not, will that 
have any impact on the setting up of your MAAG time-wise and per- 
sonnel-wise ? 

(Discussion off the record.) 

Mr. Forp. Was that condition reflected in your budget presentation ? 

Mr. Henseu. Yes, sir. 

Mr. Forp. Does the same situation prevail to some extent in Japan? 
I gathered they are having some comparable problems. 

(Discussion off the record.) 


SELECTION OF PERSONNEL FOR MAAG’S 


Mr. Forp. Does your office have anything to do with the selection of 
personnel for these MAAG’s. 

Mr. Hensext. Now it does, sir. It didn’t. We are having some 
trouble about it. 

Mr. Forp. In other words, you don’t just accept whatever military 
personnel the military suggests ? 

Mr. Henseu. If we have responsibility for the program we should 
have some authority in picking the people who are to carry it out. 
_ Let me make this clear: I don’t want to give the impression that we 
just accept a great number of figures that come in here and say “I 
guess that is it.” 
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At the same time I do not think sitting back in Washington T ean 
come to a sound conclusion as to just how many people ought to be in 
each individual military advisory group, and what I am trying to do is 
to set up an arrangement where I will hold the area commander re- 
sponsible for that, make that part of his job. 

He isin the area. He is much closer to it. 

T can form some impressions as I go around and visit the individual 
MAAG offices, and I might tell you that they all complain they do not 
have enough people. That isthe general complaint. 

I am not satisfied that is the case, and T think if we watch more 
carefully the selection of the personnel, the type of people we put 
there, we can at least get a better job done. 

I don’t want to tell you right away I can decrease the number. 

Off the record. 

(Discussion held off the record.) 

Mr. Hensew. I believe so much depends on the personality and abil- 
ity of the person rather than the particular service, but I don’t want 
to put a Navy man in charge of the Army program completely. 

IT asked for nominations from the Navy and the Army, and T got 
three good nominations. It is a pleasure to choose from among three 
good ones. 

The services are complaining. They want the dominant service to 
make the selection. 

Mr. Forp. I agree since you are held responsible for the perform- 
ance that you ought to have some choice as to the individuals. 

Mr. Hrnset. We want to have the last word. sir. IT think the man 
in this office should have it, and that puts a little extra workload on 
the central office here because you have to make some examination of 
the capabilities of the individuals concerned. 

T am trying to extend that to the lower levels, too. 

Mr. Forp. Except that if you accept the premise you will get better 
people eventually the workload will be less because you have better 
peovle in the field. 

Mr. Henser. I think if we eventually get to that, yes. 

T think eventually when we can get some of these newer statistical 
proposals operating we will have a closer and tighter hold on the 
program, and I think we can prevent delivery of items which are not 
needed, and whether or not T can ultimately reduce the number of 
peonle supervising it I don’t want to say now. 

We will try to do it, but frankly if it meant two extra people in the 
office and I stopped $100 million worth of excess deliveries, and there 
have been more than that delivered to foreign countries not needed. 
T think it is quite a saving. 

Mr. Forp. Several times and recently you mentioned better control. 
Can you take a country. for example, and give us some outline of how 
these better controls will work? 

Mr. Hensex. I can give it to you in the aggregate. When I first 
took on this job and asked what we had spent ‘and what we lad gotten 
for it, asked for an overall statement of what we had spent up to some 
fairly recent date, and what principal items we had gotten for it, on 4 
global, area and country basis, it was not there. 

Mr. Forp. The committee has tried to get that and couldn’t get it, 
either. 
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Mr. Hensev. But you have it now. That wasn’t accomplished with- 
out a great deal of difficulty. 

First it meant you had to get all of the figures kept by the individual 
services On a consistent basis. Then you had to agree as to what was 
, fair list of principal items. You could not take a list of items run- 
ning into the thousands or you would confuse yourself with detail. 

We finally boiled it down to where we had something like pone 
100 principal items in each service which accounts for a round 7 
percent of the money, and the rest is put into a general category. 

Then the next step was to take what was left “of the program and 
say, “Let me see that on a time-phased basis. What does this country 
need in the next 3 months and what can it use?” 

We didn’t have that. So we got up a form which was sent out into 
all of the MAAG’s, in which they were asked to take what had been 
programed and lay it out on a time- aed basis. You understand 
what I mean by that, looking as far ahead as they could, based on what 
the country needed and what the country could absorb. That is not 
always the same. Sometimes you need something but you cannot 
deal with it. 

That work now is in progress. We are beginning to get it back. 

We asked them also to tell us, “What do you have now which you 
do not need, in view of the forces actually in being there.” We turned 
up quite a bit there. 

I cannot yet give you the figures on that. 

Mr. Forp. You anticipate you will h: ave 31 people, civilian and mili- 
tary from all three branches of the service ? 

Mr. Hensex. That is right. 

Mr. Forp. Give us an outline of how they will operate, what con- 
duits their direct requests will follow up to the summit. 

(Discussion off the record.) 

Mr. Forp. In a new country how long will that process take ? 

Mr. Hensex. About 2 months to make the initial survey and about 
6 months all told. 

Mr. Forp. Any specific sum requested in this budget for the country 
we have been discussing ? 

Mr. Hensex. No, sir. We are not in a position to request spec “ifie 
sums.’ This breakdown, if you add that billion and a half, 3 billion, 
it points out to you needs we know are ahead of us in the future. 

Out of that, and out of what we hope to recover from existing pro- 
gram, it is our judgment we can take care of ourselves. 

But in this state of transition, you might say, from where you had 
no control to where you are trying to shape these programs down to a 
position of control, it is impossible to say firmly that you can allocate 
this much to that and not get it changed. 

We tried that in 1955 and before the ink was dr y we ran into an item 
not presented to Congress and not considered by us as likely to happen. 

Mr. Forp. Off the record. 

(Discussion held off the record. ) 

Mr. Passman. Mr. Hand? 

Mr. Hann. Mr. Secretary, I understand that the increase in both 
military and civilian personnel for the coming fiscal year is largely 
due to the taking over of the Korean situ: ition from the Ar my, some 
increase in Formosa, an increase in Japan. 
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Is that substantially it? 

Mr. Henset. I think that is substantially correct. 

Mr. Hann. Are there other establishments which would signif. 
cantly contribute to an increase in either civilian or military person. 
nel? 

Mr. Henset. I don’t think significantly, Mr. Hand. 

Mr. Hanp. In supplying the table which was indicated would le 
supplied from your colloquy with Mr. Wigglesworth, will you at the 
same time then answer in that table a question Mr. Taber asked which 
was not heretofore answered, and that is the number of locals in. 
volved ? 

Mr. Hensext. We will do that. 

(The information requested was supplied to the committee.) 

( Discussion off the record. ) 


LEGAL STATUS OF JAPANESE ARMED FORCES 


Mr. Hanpv. With respect to Japan, Mr. Hensel, what is the legal 
status of their armed forces? Are they fully authorized by Japanese 
law? To what extent are they restrained by treaty with the Unite 
States? 

Mr. Henset. They are not restrained by treaty. 

(Discussion off the record. ) 

Mr. Hanp. Actually there is a serious legal question as to whether 
under the Japanese constitution they can maintain forces ? 

Mr. Henset. I think it is the type of serious legal question that 
people can debate about, but a lot of those constitutional questions get 
decided at the ballot box, and I think it has been decided at the ballot 
box that under this provision they can at least have as much as they 
are going to have. 

It is not satisfactory for the long run. 

Mr. Hanp. The Supreme Court follows the election returns. 

Mr. Henset. There is something in that, sir, particularly in the con- 
stitutional field. 

Mr. Hanp. What forces do they have in being now ? 

(Discussion off the record. ) 

Mr. Hanp. Is there what is called a police force ? 

Mr. Henset. Yes, 130,000 authorized. I think they call them inter- 
nal security force. 

Mr. Hanp. What expansion is contemplated by Japan ? 

Mr. Henset. I have forgotten the numbers. 

Mr. Hanp. It just sticks in my mind somehow that we ourselves 
by treaty have restrained them from having more than a certain 
amount of airpower. It isnotso? 

Mr. Henset. If it is so it is outside my knowledge. I will find out 
more about it. 


MILITARY ASSISTANCE TO GERMANY 


Mr. Hanp. What is the general type of military assistance that the 
1956 program contemplates giving the Republic of Germany ? 

(Discussion off the record. ) 

Mr. Hanp. What does the program contemplate so far as types of 
assistance are concerned—tanks, guns, uniforms? 

Mr. Hensev. There is nothing here for uniforms. 
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If you will turn to page 35 and to page 38 you will see an outline. 

(Discussion off the record. ) 

Mr. PassMAN. What page is that on? 

Mr. Hensex. Pages 35 and 36. 

Mr. Passman. You are on something other than administrative 
iow § 

Mr. Hensex. Yes, sir. 

Mr. PassMAN. What is the number again ? 

Mr. Hensev. Page 35 in this book. 

Although we are using this book as a presentation here, it is part 
of the control statistics which will be very useful for us in general. 

Mr. Hann. The economy of West Germany can afford to supply 
heir own assistance but I take it this assistance is needed because at 
the moment, at least, they have no plant for the purpose of producing 
ardware ¢ 

(Discussion off the record. ) 

Mr. Hanop. Is it your feeling from talking to Mr. Adenauer that 
ie doesn’t feel there is serious diffic ulty in the Parliament about this? 

(Discussion off the record.) 

Mr, Passman. Mr. Gary ? 

Mr. Gary. In response to a question from Mr. Ford and questions 
from Mr, Hand you stated that principal increases in your personnel 
for administrative expenses were in certain areas. Are there any areas 
in which you have a substantial decrease in personnel for next year? 

Mr. Hensex. I don’t think any substantial decrease, but there are 
reductions throughout most of Europe. 


In the other countries of Europe we are looking forward to reduc- 
tions in the administrative expense. 


TRAVEL EXPENSES 


Mr. Gary. I notice in the table which you presented that the travel 
item is $5,099,750. Will that item be affect ed in any way by the bill 
which passed the House yesterday increasing the per diem allowances 
incases of travel from $9 a day to $13 a day : 

Bare HeEnseEt. It will affect it, and we have not taken it into account, 

. in our estimates. 

hie Gary. Will that bill apply to the personnel covered in this bill? 

Mr. Hense. Yes. 

Mr. Gary. All of them ? 

. Hensev. It doesn’t apply to military, not indigenous and not 
military. 

Mr. Comer. It does apply to military, sir. 

a Gary. It applies to military ? 

. Comer. The military increase on their per diem was granted at 
the tia this estimate was prepared. The estimate therefore included 
an allowance in the per diem travel for military. 

Mr. Gary. That was in the military bill adopted ? 

Mr. Comer. Yes. 

Mr. Gary. All right. 

Mr. Comer. For the civilian it does not include increased per diem 
tllowance or contemplated salary increase. Bureau of the Budget 
instructions are that no estimate shall be prepared anticipating pend- 
ing legislation. 
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Mr. Gary. And both the salary increase and the per diem increas 
will apply to all of the civilian personnel other than indigenoys 
personnel ¢ 

Mr. Hensev. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Denon. I understand in the $24 million there are no appro. 
priated funds either obligated, reserved, or unspent. 

Mr. Passman. No. You do have unobligated funds but anticipate 
they will be obligated by June 30. 

Off the record. 

(Discussion held off the record.) 

Mr. Passman. Thank you, Mr. Hensel, we will adjourn the hearing 
until 2 o’clock. 

AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 


STATUS OF OBLIGATIONS 


Mr. Taser. I would like to ask 2 or 3 questions about the statement 
handed to us. This is the statement that was given in answer to a ques 
tion by Mr. Wigglesworth. I would like to have you look at the current 
year’s obligations. It appears that you estimate that you will obligate 
$771 million and you will throw into reserves $2,009,300,000. 

Mr. Hensev. During this fiscal year. 

Mr. Taser. It appears from some of the accompanying sheets that 
you obligated about $462 million total during the period through 
April 30 and that you estimated you would obligate $603 million over 
the balance of the year after April 30. Of course, those figures do not 
jibe, but we do not expect them to. We are used to that. 

Mr. Henseu. I was hoping we were turning over a new leaf for you. 

Mr. Taper. Have I exaggerated ? 

Mr. Henset. No. I donot follow all of your figures there. 

Mr. Taner. All I am doing is taking them off the sheet. 

Mr. Henseu. I am following what you took off the sheet, but the 
$62 million I do not follow. 

Mr. Taser. I apologize to you—$62,304,070. 

Mr. Hensev. I have not been able to find that one yet. 

Mr. Taser. I will just show you. I have underlined it. It is the 
third from the last column. I will show you the $603 million. It is 
the total amount of net obligations. 

Mr. Hensev. The estimated amount of fiscal year 1955 obligations 
is $771 million. 

Mr. Taper. Those are the 1954 obligations. 

Mr. Comer. I think that I can clarify this. This particular state- 
ment was given in answer to a question by Mr. Wigglesworth, and the 
specific question was this: We would like to see a list of items that 20 
to make up this $1,406,100,000 shown as having been placed in reserve 
in the fiscal year 1955. 

Tn the lower left-hand corner you will see the $1,406,100,000. 

Mr. Taser. The lower right-hand corner is the net reservation. 

Mr. Comer. Yes. 

Mr. Taser. How do you get the $2,009,300,000 ? 
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Mr. Comer. By taking a look at this particular sheet which was 
passed out last Friday which shows the status of 1955 funds, 

Mr. Hensex. That is based upon the force support funds, not what 
we have done in the fiscal year. 

Mr. Comer. There were three things asked for, the breakdown of 
the $1,406 million, a breakdown of the estimated $603,200,000 which 
we ge putting in reserve during the balance of this year, and 
the $529,100,000 to be carried over into fiscal year 1! 56. The 
$l, 106, mien plus the $603 million equals the $2,009 million. 

Mr. Taser. That is, the two come to the total of $2,009 million ? 

Mr. Comer. Yes. The $771 million shown as bine obligated is also 
from the tabulation that you have in your hand which shows as of 
April 30 $423,600,000 was obligated. We anticipate placing in obliga- 
tion an additional $347,400,000 in the balance of the year, or a total 
of $771 million. That is shown on line 7, sir, of the status of 1953-56 
funds. 

Mr. Taper. Have there been reservations made during the year 
which have been absorbed into obligations? 

Mr. Comer. No. 

Mr. Taser. Will you give us a table showing those and when they 
were absorbed ? 

Mr. Suaw. No reservations against available fiscal year 1955 funds 
are expected to be absorbed into obligations during fiseal year 1955. 

Mr. Taser. Have any substantial amounts of these obligations been 
covered into deliveries in the fiscal year 1955 

Mr. Henset. We do not show it broken aaa into 1955. I would 
say in the material line probably very few. 

Mr. Taper. I understand $24 million, or approximately that, of 
alministration expenses. 

Mr. Hensen. Packing, crating, handling, and transportation of 
things, I would assume, and also some of the maintenance and spare 
parts. The other items I think would take a longer lead time so that 
our expenditures and deliveries in the main in 1955 will come out 
of moneys that have been appropriated in other years. I think that 
is more or less normal. 

Mr. Taper. Do these reserve items represent items that have been 
ordered from the Defense Department ? 

Mr. Hensev. Ordered by the Defense Department from the mili- 
tary departments. 

Mr. Taper. On that point, are they specific, or are they just a lump 
sum with the idea that the detail will be later furnished ? 

Mr. Hensex. They are specific by categories. 


PROTECTION OF THE INVESTMENT 
Mr. Passman. Mr. Secret: ary, we will now go to the second eate 
gory, protec tion of investment- —maintenance and spare parts, train- 


ing, packing, crating, handling and transportation. 


MAINTENANCE AND SPARE PARTS 


How much has been appropriated to date for maintenance and 
spare parts against the fiscal year 1955? 
Mr. Hensex. I do not think we keep any account. 
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Mr. Passman. How much has been obligated ? 

Mr. Henset. In that particular form I do not think so. 

Mr. Passman. How much remains unobligated for that particuls 
category ? 

Mr. Henset. I do not think we carry any accounts on the basis of 
maintenance and spare parts. 

Mr. Passman. What is the breakdown of the $274,200,000 requested 
for maintenance and spare parts ? 

Mr. Henset. I would like to give you a statement of how we made 
that estimate, and why we feel those expenditures will be necessary, 

If the previous deliveries and to be delivered equipment is to be 
maintained and utilized in the fiscal year 1956, it is estimated thei 
expenses should be incurred in the fiscal year 1956 in that respect 
totaling $425,200,000. I will explain to you in a minute how we get 
the $274 million, because some of that money is transferred to others, 

Such estimates of requirements in the fiscal year 1956 for mainte. 
nance and spare parts was made on a country basis by the military 
assistance advisory groups in the field and were reviewed by the 
respective military departments. No previous provision except as 
subsequently noted for aircraft spares has been for such items. 

I can summarize those estimates by services. The total estimate is 
$302,400,000 for the Army. 

For the Navy, the total is $46,800,000. 

For the Air Force, you have $76,000,000. 

That totals your whole of $425,200,000, which is the figure from 
which we work down. 

Now, $157,600,000 of that estimate covers training ammunition and 
the remaining $267,600,000 is intended to meet requirements for spare 
parts, major ship overhaul and aircraft engineering changes. 

I might say with respect to the Air Force the figures are for engi- 
neering changes and training ammunition only. 

In this check of operating expenses to be incurred in the fiscal year 
1956, as a justification for the total of $1,400 million for which appro- 
priation is requested, $151 million of the above estimate of the 1956 
maintenance and spare parts requirement are also involved in com- 
mitments for certain of our allies and in our tabulation and for pres- 
entation purposes we took $———— for maintenance and spare parts 
for those countries and showed them under the country heading, and 
that explains why the total of $425,200,000 comes down to the $274. 
200,000. In other words, there is $151 million of maintenance and 
spare parts we have dealt with on a country-by-country basis, al- 
though the estimate of those needs was made just as I will describe 
for the whole $425 million. 

Have I made that clear? 

Mr. PassmMan. Yes; it is clear. 

Will you help the committee reconcile your request with the state- 
ment of General Stewart, who testified during last year’s hearings 
on page 76% There was a question by Mr. Taber: 


You would not want to say it did not amount to at least $386 million, would 
you? 


And this had to do with the maintenance and spare parts. 
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General Stewart replied : 

It would be my judgment, based on my knowledge of the Army’s program 
and the rate at which deliveries have been made, that Army spare parts funding 
can carry them through the fiscal year 1955 and possibly through fiscal year 
1956. 

Mr. Henset. It is hard for me, without the background, to comment 
on General Stewart’s judgment in that respect. It would be hard to 
take that one sentence out of context. We have made every effort, 
and I think a successful effort, to make certain that nothing is included 
here for which there has been any previous finding. That was the 

cardinal principle with which we started. 

Mr. Passman. It was not my purpose to take it out of context. I 
would get the impression he felt you had sufficient funds to finance 
the program through 1956, 

Following is this quotation : 

In the case of the Air Force, I think they face the same general situation that 
the Army does in that the money that has been set aside and put into spare parts 
is greater than that required to meet the actual delivery of spare parts. 

Mr. Henset. Remember, I said that there is nothing for the Air 
Force for spare parts. It is engineering changes and training am- 
munition only. If you press me for an answer, I would say ~ Gen- 
eral Stewart’s judgment looking that far into the future was wrong. 
; do not know what he knew about Formosa or Korea and any of 
those things that were going to happen, and I emphasize that fact 
with regard to the difficulty of expressing any categorical judgment 
now as to what will happen 6 months from now. I think that we 
must understand that. Can you tell me what is going to happen 6 
months from now ? 

Mr. Passman. You would not make the appropriation request 
predicated upon war. It is a question of carrying on the overall 
program. 

Mr. Henseu. That is the reason I am trying to emphasize this as a 
matter of overall judgment, and the best you can say with any firmness 
is—we know of a great many needs, we have calculated them we think 
with the utmost care, realizing all the time that it is difficult to peer 
into the future, and we come up with a figure in the neighborhood of 
$3 billion. We cut it down to $1,400 million res alizing we were taking 
arisk on a judgment basis. You can express judgment any other way 
you want. I quite agree that you can say to me, Why did you not 
take $1,500 million, or $1, 600 million or $1,300, and it is difficult for me 
to answer that with any mathematical certainty. I can tell you just 
that it was the judgment of the people who had the feeling that that 
would make sense and that was a good risk to take the side of conser- 
vatism during a period when we are trying to shake this down into an 
understandable program. 


PROGRAM FOR TRAINING 


Mr. Passman. Can you tell how much has been appropriated to ate 
for training and the carryover into the new appropriation for 1956? 

Mr. Suaw. The amount in the program for training, fiscal year 
1954 ¢% 

Mr. Passman. 1955. 

Mr. Suaw. For the fiscal year 1955, $71,300,000. 
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Mr. Passman. How much has been obligated against that amount! 

Mr. Suaw. Obligated to April 30, 1955, $37,400,000. 

Mr. Passman. How much have you actually expended ? 

Mr. Suaw. We have a figure of $68,300,000, which includes expendi- 
tures against obligations brought forward also for fiscal year 195), 
through April 30, of $68,300,000. 

Mr. Passman. How much remains unobligated for this purpose? 

Mr. Suaw. Unobligated as of April 30, 1955, for training, $26, 
100,000. 

Mr. Passman. Now, Mr. Secretary, what is the breakdown of the 
$90 million requested under the training program for the fiscal year 
1956 ? 

Mr. Hensev. There again we start with an overall program of 
$104,800,000, from which we have subtracted $14,700,000, and we have 
included that under the separate country headings. 

Now, this $104,800,000 estimate of the cost of foreign training 
programs was prepared on separate service basis. If you subtract 
$14,700,000 from $104,800,000, you get $90,100,000. 

There are two overall objectives in our training programs for 
foreign countries: (1) To train personnel to assure that our MDAP 
equipment is normally operated and maintained when we send it 
abroad; and (2) to establish an indigenous training basis, or ability 
within the various countries so that in the future the countries can 
train their own specialists and technicians. It certainly does not help 
us if we deliver tanks, ships, airplanes, and other complicated ma- 
chinery to our allies if they do not have the capability of effectively 
using it. 

The training categories are three in number: First, you have formal 
training, which is individual instruction given in the United States 
service schools and installations, both in the continental United 
States and overseas. 

Then we send out mobile training teams. Those are teams of United 
States servicemen who are experts in their specialties and who are 
sent to the foreign countries to give instructions on United States 
cquipment in the field. 

Then, third, we have a system of technical representatives who are 
specialists from private industry who are sent to foreign countries 
to give instruction in the installation and operation of newly devel- 
oped equipment. 

The bulk of the funds estimated as needed for fiscal year 1956 
covers this formal training instruction, which is the individual in- 
struction given in the United States services schools and installations, 
both here and abroad. The services in Washington prepared a pre- 
liminary estimate of the amount of training which would be required 
to make the best utilization of equipment, and that was based on the 
amount of military equipment we have sent and planned to send 
abroad during fiscal year 1956, plus the latest information they could 
get on the state of training of military forces in each of the respective 
countries. 

When we got these service estimates and training requirements, they 
were then reviewed by the respective unified commanders, the military 
assistance advisory groups, and by the Bureau of the Budget with a 
view to eliminating all questionable items. 
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The Joint Chiefs of Staff also participated in allotting to the serv- 
ices specific portions of the $104,800,000 that I have just described. 

Now, conferences were held in Europe and the Far East at which 
training specialists from the Pentagon conferred with the personnel 
from the unified commands and the MAAG’s to discuss the specific 
countries’ training problems, and these conference groups developed 
specific detailed requirements for the various countries and the pro- 
srams are completed in detail. For example, it would be estimated 
that country X would be able to send to a specific school a specific 
number of students deemed fully qualified to absorb the specified 
training. We can show you the estimates—so many men going here, 
and what the cost for travel will be and all that. 

Mr. Passman. You will show that ? 

Mr. Hensev. We can if you want to see it. It is a very detailed 
study with respect to each country, based upon the individual number 
of students and where they are going and what it will cost in the 
schools. An estimate was also made of the students requiring train- 
ing prior to getting this technical training. Sometimes we have lan- 
guage difficulties and we have to spend time teaching them English. 

I have to admit despite all our efforts to be precise we do encounter 
factors which sometimes prevent us from utilizing the entire funds 
requested in a specific fiscal year. Sometimes, although we plan to 
have a country send students, they are unable to provide the students 
necessary to start a specific course at a specific time. This is some- 
thing like sending your son to college. You have to get him there at 
the right time. “Most of our courses begin in September and are 
completed in June. If the students cannot be made available when 
the course starts, you can never make up that deficiency. 

For instance, last vear we had indications that in all probability 
we would have to train students from Pakistan, so in the planning 
cycle we estimated their requirements for certain specific numbers 
of Pakistani Army personnel to be trained within the United States. 
However, by the time the MAAG was established in Karachi and 
Pakistan became eligible for military aid, it was too late physically 
to get the students here in the United States by September. Conse- 
quently, we had an excess of funds for training Pakistani students. 

Now, it has not been the habit in the past to identify any of these 
appropriations as being for specific purposes, and whenever you have 
had funds you thought you were going to be used for training but 
could not be used for training, we have made them available from time 
to time to meet other needs. 

So you can see that we try to keep this training program on a pay- 
as-you-go basis, and each fiscal year’s program is complete in itself. 
There is really no carryover fund for that. If you cannot carry out 
training, you try to put it in somewhere else because you know that 
you cannot make that up—that particular deficiency. 

Mr. Passman. Will that increase the amount of funds available to 
some other project ? 

Mr. Hensex. It could very much. I think that I have made clear 
to you that so far as we estimate our needs to be, and have programed, 
for, we are $216 million short as of the end of this fiscal year. We 
have needs that we know that the military tell us should have been 
carried out for which we do not have money, and they total 5216 
million. 

10 
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Now, we feel honestly that the sums estimated for this worldwide 
training program are very small in comparison with the overall 
military assistance program, especially when you think of the volume 
of equipment that we have delivered. We do think, however, that 
it, is caliaiont to cover our most urgent needs for the fiscal year 195¢, 

Mr. Passman. Mr. Secretary, very briefly, I think you stated , 
moment ago you needed an additional $216 million that was not 
available. 

Mr. Henset. No. I said we had programs that the military people 
told us should be carried out which when totaled up amounted to $21/ 
million more than we had money. 

Mr. PassmMan. Why would you have unobligated funds if you had 
that program that required $216 million ? 

Mr. Hewnset. There is a difference between programing and obli- 
gating. You may plan to make an expenditure, but you do not obligate 
it until you get right dewn to reducing it to a price, either by giving 
the order to the military service, or placing orders with industry. 

Mr. Passman. In the reservation category there are certain items 
that you have not yet been able to firm up a price on because it is to 
work against a future commitment. 

Mr. Hewnseu. There are some we have not been able to firm up an 
individual price on, but we have been able to firm up the amount of 
money we allocate in a category and put on a reservation. You can 
have a program, you know, and the services will say, fine, but we can- 
not take on that order right now, we cannot deliver it. And I could 
go through our whole program and try to bring it in line with the 
amount of money that we have available, but I think, and I tried to 
explain this before, it would be a useless exercise of it while we are 
trying now to uncover whether there are any excesses in our programs, 
and whether there are any excesses in the already delivered items. 
Furthermore, let me say this: It is one thing for the military to say 
that X country needs a certain number of tanks and guns and it 
would be plain foolishness for me to try to get them there when nobody 
could handle them. So a lot of times we have programs that I fee! 
are not in step with the ability of the country to absorb the material. 
und we try not to send it to them, or even start sending it until we 
know that they are going to be able to take it when it arrives. 


EXPLANATION OF RESERVATIONS 


Mr. Passman. I am of the opinion that the members of this com- 
mittee will have to understand fully the meaning of “reservations.” 
We are going to have to be able to explain that to the House when 
we take this bill to the floor. The House many times in the immediate 
ay allowed the unobligated funds to be carried over, or a part of them, 

ut some of those funds now are going into the reservations, so you 
have established something new there. 

Mr. Hensex. Let me try to explain it, and let me, if I may, make a 
suggestion to you as to how you might in turn explain it. 

If instead of thinking of a reservation as different from an obliga- 
tion you were to say to the Members of Congress on the floor, pursuant 
to a statute we recognize two forms of obligations of these funds, one is 
the form of obligation which I characterize as an external obligation, 
and that means that the money is committed to some outside third 
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party, and the second type of obligation is when the mutual security 
program makes an obligation to a military department, and for some 
reason in handling we have called that a reservation, but it is in fact 
within the statute, within the legal effect, the same as an obligation, 
it would be helpful to the Members on the floor. And I, for one, would 
welcome doing away with the label “reservation” because I think it 
does confuse thought, and we think of it as an obligation. The mili- 
tary departments ‘think they have us on the line and obligate it, and 
they have, they are right. The only difference is, the money instead of 
being obligated to the XYZ company is obligated to the Army, Navy, 
or the Air Force. 

Mr. Lanuam. Does the General Accounting Office count that as an 
obligation ¢ 

Mr. Hensev. As a legal matter, so far as determining whether or 
not the funds are carried over and all of that; yes. That is specified 
in the statute. 

Now, do they count it as an obligation as to whether anybody can 
sue or not, you have another question. 

Mr. Lanuam. I had an idea they suggested this additional classifi- 
cation of reservations. 

Mr. Henseu. Here was the difficulty we were in, and I think this step 
Was a wise one, and I am sorry it has led to the confusion: We in the 
past would send an order to the Army and say, We want you to deliver 
so many tanks, and it could be a large sum of money, and the Army 
would set out to get the tanks and would obligate its own funds, or 
rather they would insist that we give them the funds to begin with 
in which case we would lose control of the funds and sometimes they 
spent the money and did not deliver the equipment. You have heard 
of those diversions to greater needs. 

Mr. Lanuam. I am not confused about it. What I am trying to get 
at_ is, I understood the General Accounting Office had suggested this 
method. 

Mr. Henset. I cannot tell where it originated. 

Mr. Lannam. At least it met with their approval. 

Mr. Hensex. It meets with their approval, but I was just saying 
[ honestly do not know who suggested it first. 

Mr. Passman. I am sorry that I opened that question up at this 
particular point. 

Mr. Henset. I am told maybe we had the original suggestion right 
here. Is that correct, Mr. Taber ? 

Mr. Taser. I did not make any suggestion, but it appears that for 
this fiscal year you took a discount below the program of 70 percent, 
in other words, the obligations and the expenditures came to 
$105,630,000, and the part of the program that was not used came to 
4216 million, or a total of $321 million. Now, this $105 million is 30 
percent of the $320 million, and therefore you took a discount below 
your program of 70 percent. 

Mr. Henset. Are you talking training now ? 

Mr. Taper. Yes. 

Mr. Hensex. I do not understand you. Tell me where you get the 
figures, 

Mr. Taser. I got the $261 million as the part you did not use that 
was programed. 

Mr. Henset. Programed where? 
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Mr. Taser. That is the figure that you gave us. 

Mr. Hensev. My tongue must be slipping. 

Mr. Murpny. He is referring to the $216 million that you mentioned 
that you were overprogramed in the total fund availability, which is 
not training. 

Mr. Hensev. That is not training. I was talking totals there. | 
was talking on an entirely different subject. Did I make myself 
clear ? 

Mr. Passman. I was asking you about the overall program because 
you were coming up with unobligated balances, and I understood you 
to say you were short $216 million. 


PACKING, CRATING, HANDLING, AND TRANSPORTATION 


Now, moving along to the next item, packing, crating, handling, and 
transportation, how much was appropriated for the fiscal year 1955, 
including the carryover? What is the total amount available for 
this particular category ¢ 

Mr. Suaw. $104,600,000 was available during the fiscal year 1955. 
amount ? 

Mr. Passman. And how much has been obligated against that 
amount. 

Mr. Hensew. The obligated is $81,600,000. 

Mr. Passman. How much has actually been expended ? 

Mr. Suaw. The figure we have, sir, to April 30 of this year, 
$81,100,000. 

Mr. Henset. That is to April 30, and we estimate for the full year 
$136 million. 

Mr. Passman. How much were the obligations? 

Mr. Suaw. $81,600,000 from the Ist of July of this fiscal year until 
the 30th of April. 

Mr. Passman. How much remains unobligated for this particular 
program ? 

Mr. Henset. As of the end of June we think all that money will be 
obligated. 

Mr. Passman. Take the last firm figure. 

Mr. Hensex. April 30, $23 million, 

Mr. Passman. Now, Mr. Secretary, what is the breakdown of the 
$144 million under packing, crating, handling, and transportation. 
fiscal year 1956? 

Mr. Henset. That is an estimate that has been made of what will be 
needed in the fiscal year 1956 if we continue the deliveries we have 
planned to continue. I might just briefly explain these costs we fre- 
quently call accessorial costs. They cover the operating expenses of 
preparing the military equipment for delivery to the recipient 
country, and right from the start to the finish the packing, crating, 
and handling are self-explanatory, I assume. The transportation 
cost provides for Government furnished and commercial inland, 
except as to first inland destination, ocean and air transportation for 
this military assistance equipment and supplies. 

Now, there are also some supplemental operating expenses that are 
included there, and that is the field procurement and inspection and 
the temporary duty travel of both civilian and military personnel, the 
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receiving, the warehousing, the inventory control and the related sta- 
tion operation and maintenance costs. excluding any renovation cost. 
It is identifiable with equipment. It also covers the supplies and the 
services in connection with the delivery of ships and aircraft under 
their own power from the point of outfitting or completion to destina- 
tion. It also includes overhaul cr modification and related expenses 
for nonexcess material that is furnished. 

Now, these accessorial costs have run in the past—the annual aver- 
age, and I am talking now expenditures—for the fiscal year 1950-53 
the annual average was $101 million, for 1954, actual, $132 million: 
for 1955 we estimate $136 million; and, as you know, $144 million for 
1956. 

Mr. Passman. Mr. Secretary, you have had larger programs in the 
vears that I mentioned than you will have in fiscal year 1956, have you 
not ¢ 

Mr. Hensev. This only counts deliveries and does not have any- 
thing to do with how much money you obligate or plan. It is what 
you are going to deliver in that period. 

Mr. Passman. According to your request for this particular item 
vou anticipate more deliveries / 

Mr. Henset. $3 billion roughly, and this year we need $1,700 mil- 
lion of expenditures—yes, quite a bit more. 

Mr. PassmMaAn. 1954 was $3,800 million. I believe that it would help 
the committee if we could have it specifically for the year 1953 and 
1954, because according to the table the expenditures for that current 
year were $3,805 million, and for 1954, $3,310,800,000. You had a 
lesser amount for those years than you anticipate you will need for 
the fiseal year 1956. 

Mr. Henset. Yes. We are delivering most of our things to Europe, 
a relatively short haul as compared to delivering them to the Far East. 
You cannot make these comparisons roughly that way. You have to 
vo through and analyze—where is the stuff going, what is going to be 
the cost of getting it there? I could deliver $5 billion of material be- 
tween here and New York for much less than I could shoot it all over 
the world. When you have most of your deliveries concentrated in 
Europe you are bound to have lower charge per dollar of delivery. 
What we tried to do was to get the services to plan on where the de- 
liveries are probably going in the coming year. 

Mr. Passman. That is certainly an understandable explanation. 


DEVEVOPMENT OF FACTORIES IN EUROPE FOR MANUFACTURING OF PARTS 


Mr. Gary. Mr. Hensel, when one of the committees of Congress vis- 
ited Europe several years ago we were told at that time they were at- 
tempting under this program to develop factories in Europe for the 
manufacture of parts. They did not feel they could make much 
progress toward developing sufficient industrial potential to manufac- 
ture the equipment itself, but they did hope to develop parts manu- 
facturing so that the countries would be able to maintain the equip- 
ment once it had been furnished by our country. 

What progress has been made in that direction ? 

Mr. Henset. Some, but not as much as I would like. I think we 
could do much more if we would handle our offshore procurement more 
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intelligently than it has been handled in the past, and I think also that 
we can expand our facilities assistance program beyond the ammuni- 
tion field in which we have been more or less confined. Let me ex 
plain that. I think everybody felt if we just placed a lot of offshore 
procurement contracts, and as of April 30, 1955, from the start. of this 
program, down to that date, if we would place some $2,600 million it 
would give a lot of work to plants and everybody felt that it would 
enable the facilities to be there and go on. 

The only trouble was instead of planning with that end in view, 
we treated it as if it was ordinary procurement and our sole test was— 
do we get the item of cheapness and best quality and a lot of times 
we placed orders without taking into consideration whether or not 
that particular facility would be supported by the country in which 
it was located, without taking into consideration who would pick it 
up. We got very good equipment. We are completely satisfied with 
what we have had delivered, and we believe ultimately we will get 
satisfactory delivery, but I think that we can put our future offshore 
procurement on a basis whereby we do not place an order unless we 
have investigated somewhat the future of that particular concern, and 
whether the country will keep it in business and whether the country 
will place a matching order, or a follow-on order, and therefore while 
we have created facilities, or got them started in business, I do not 
think we have put that solid foundation under them that you need in 
order to get them in business for the future and have it understood 
by recipient countries. I am faced too many times with the story— 
here you placed a contract with X company in Italy and nobody 
thought who was going to continue that contract. It is running out 
on June 30 and all the workmen wil! be thrown out of work. No one 
has any follow-on order there unless we put it there. 

I am trying to withdraw from the offshore procurement if I can, 
but I honestly think in order to withdraw, and ultimately get it down, 
I may have to step it up, step it up by saying to countries—look, I 
am going to increase your order here if you will put on the follow- 
on order and if you get it off of our books. 

I think there was another thing that should have been done that 
was not done. There was not any firm understanding brought home 
to these countries that we were doing our best to get out of the spare- 
parts business. It happens so many times in Government that some- 
body gets a good idea. But unless the orders are given and brought 
home to the men in the field nothing happens. You have had a fine 
policy decision, but it does not get carried out. One of the first 
struggles I had when I took over this job last vear was to get out a 
policy on spare parts and try to bring home to the individual country 
that we were going out of business and that thev had better get in 
the business. You cannot do that across the board. You cannot just 
say we will stop supplying all spare parts as of June 30 in some partic- 
ular year. There are some spare parts we will have to continue in all 
countries for a long period of time. There are some countries that 
will have great difficulty in maintaining themselves in the spare-parts 
field. I have in mind some of the non-industrial countries like Greece 
and Turkey. I look forward to a much longer period there. Great 
Britain, I think, ought to be self-sustaining in the spare parts and 
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maintenance field, either in the sense that she can make them her- 
elf or can afford to buy them from us, ifthat is necessary. 

It was only in the past calendar year that we managed to get that 
gleam in the eye translated into instructions to the field, and even then 
it does not get home somehow or the other the first time you tell them 
that. I have to tell them several times. The first time the MAAG’s 
were skeptical that we were ever going to cut off because no one had 
ever talked to them that way before. The countries do not like to 
believe it right away. But I think now we are making progress, and 
if, as I suggested, you do not put in the bill those requirements and 
findings we had with respect to offshore-procurement contracts in the 
last bill that throws all the emphasis on whether or not it is a good pro- 
curement deal based on the cheapness of price, I think we can make real 
progress over the next year. We may pay a little more for individual 
items, but I hope to pay for it by getting somebody in business who 
will stay in business and who will have a sponsor other than the United 
States, 

Mr. Gary. Are you still emphasizing the manufacture of parts 
rather than the entire equipment ? 

Mr. Henset. Yes, and assembling. We need to have some situations 
where there is manufacture of parts in the United States and assembly 
over there. We have done that in connection with engines and things 
like that. 

Mr. Gary. We were given the impression that we were being asked 
to make these expenditures for capital outlay. 

We knew that if we furnished the equipment it would have to be 
maintained, which would create a continuing expense. We were told 
that the program was emphasizing that the foreign countries them- 
selves would have to supply the parts and maintenance and that once 
we had built up their capital outlay to the point that it was sufficient 
for the defense effort that then they, themselves, would maintain the 
program and we would withdraw from it. 

Mr. Henset. I think that has always been our aim or objective. I 
honestly do not think that we have been as successful in translating it 
into day-to-day operations as I would have liked to see. I think that 
we operated under some handicaps, and I mention this requirement of 
a finding about competitive prices that I have to make in respectto 
each offshore procurement contract that is placed. I hope that you 
will not continue that burden. Outside of the administrative diffi- 
culty it focuses our attention on the wrong place. Do not let me 
give you the impression that we have had no success. I think that 
we have had some. I think we could have had more. Again, I do not 
want to tell you it is something that can be done overnight. A good 
many of these ammunition plants that we have been financing through 
the facilities program are not ready for operation, yet we want to have 
the ammunition there and we have not been able to turn them on. 
Building an ammunition plant for some strange reason seems to me 
to be a 2-year job, and sometimes longer. I am not enough of an 
expert to tell you why, but I have questioned everybody and every- 
body agrees it is, and I know it is by seeing them not get done. 

I would like, and we deal with it here, to carry that facilities-assist- 
ance program into some other field other than ammunition, where it 
has been concentrated, and where I think we have done probably all 
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that we can accomplish in Europe. When that program for ammuni- 
tion facilities is completed, Europe will have about all they can sustain 
in the sense of supplying materials and chemicals. It is not enough, 
They will have to build reserves and it would not sustain Europe in 
time of war, but I see no sense in building facilities for which you ean. 
not get the necessary metals and chemical components. 


SHIP OVERHAUL 


Mr. Narcuer. Mr. Secretary, how much of the $274,200,000 is to be 
expended for ship overhaul ? 

Mr. Henset. $8,800,000 is our present estimate. I can give you the 
major projects. 

Mr. Narcuer. You say here in your justifications that all of these 
vessels are ex-United States vessels. What is the arrangement in re- 
gard to these particular ships? Under whose control are they? How 
is this program handled ? 

Mr. Hensev. These are ships delivered to those countries as part of 
the military assistance program. 

Mr. Narcuer. Do you have a breakdown of the number of ships and 
the types of ships? 

Mr. Henset. Yes. I can give you the detail on that and I also can 
chase down the actual state of the title. I am quite sure it has been 
transferred. Here it is. At Turkey they plan to overhaul two sub- 
marines, $2,200,000. 

Mr. Natcuer. Right there, those two submarines have been turned 
over to Turkey ? 

Mr. Hensev. That is my understanding. 

Mr. Natcuer. They have already been delivered, and as far as title 
is concerned, title is vested in Turkey. 

Mr. Hensev. We have two situations. Sometimes we just loan them 
the vessels. That is a little more theoretical than actual, so we loan it 
to them so the title remains here, but these submarines are in the con- 
trol of Turkey. 

Mr. Narcuer. They are in the control of Turkey. 

With regard to the vessels that have been turned over, or the ones to 
be turned over, you intend to extend the sum of $8,800,000 during the 
fiseal year 1956 ? 

Mr. Hensex. That is right, or obligate it. 

Mr. FerNANpDEZ. How many vessels do you intend to turn over? 

Mr. Hensex. I would rather not give that to you that way be- 
cause I would be adding up patrol craft and submarines. It is 2 
submarines in Turkey; Korea 8 patrol gunboats and 3 subchasers; 
for the Philippines, 6 patrol craft; Chile, 2 destroyers; and the 
Dominican Republic, 2 destroyers. The destroyers are different 
classes so they are different size ships. That totals $8,800,000 as 
the present estimate. 

Mr. Natcner. Do you have anything there for Spain, Mr. Secre- 
tary? 

Mr. Hensex. On ship overhaul? 

Mr. Narcuer. Yes. 

Mr. Hensev. Not in that calculation. So far as the Spanish pro- 
gram is concerned, there is an extensive ship rehabilitation program. 
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Mr. Natcuer. To what extent’ You say “extensive.” Approxi- 
mately what will the amount be / 

(Discussion off the record. ) 

Mr. PassMaN. I must ask a question at this point. Maybe you can 
furnish us some information, or else comment on my statement. 


EXCESS AND OBSOLETE EQUIPMENT GIVEN TO OTHER NATIONS 


When the military declares an item excess, or obsolete to the United 
States, the item by law is to be billed “no charge.” Do you know of 
any way that the committee could ascertain the amount of excess, or 
obsolete equipment that we actually give away in the entire program / 
I think that would be valuable information to the committee because 
even though we say it is obsolete, which is contrary to the word used 
here, 1 think if we could determine the amount of excess, or obsolete 
ene we give to these nations, it may have something to do with 
he amount of money required to be prov ided for new equipment. 

Mr. Henseu. It is right in the books. We cannot give it to you on 
the value of the obsolete items as of the time it is declared obsolete 
Wecan give you the original cost. 

Mr. Passman. Of course, that is in the record, the original cost. 
What I am interested in is the actual value of it to the receiving nation. 

Mr. Hensex. The appraisal value? 

Mr. PassMaAn. = appraisal value. 

Mr. Hensex. I do not know. We know equipment that originally 
cost us $820 million, roughly, has been declared excess by thhe military 
services and given to this program, and in turn given by us to the re- 
cipient nations which cost nothing except to repair and rehabilita- 
tion. And that down to January 31 has cost us $153 million. 

Mr. Passman. That is the original cost ? 

Mr. Hensex. That is right. 

Mr. Passman. Do they attempt to appraise the value of it ¢ 

Mr. Henseu. No, sir. The value to the United States forees when 
they are throwing it away, I suppose, is scrap. The value to the recip- 
ient nation, where sometimes it has been as good as a diamond, i 
(ifferent story. 

Mr. Passman. That is the point that I had in mind. To the recip- 
lent nation it has a real value, and if you give them obsolete equipment 
it should have some value. 

Mr. Hensev. We take it into consideration in laying out all of our 
programs, and if we can get obsolete equipment that is obsolete for 
the United States and will do the job over there, we try to use it. Let 
me say that sometimes I think that exercise has been a little disap- 
pointing. 

(Discussion off the record.) 


UNEXPENDED BALANCES FOR MAINTENANCE, SPARE PARTS, AND 
OTHER SERVICES 


Mr. Denton. In one of these papers that you have given us here, 
Department of Defense, comparison of fiscal] year 1956 budget, and 
so forth, under the heading “Maintenance and Spare Parts, Material, 
and Other Services,” it shows an unexpended balance of $6,909 million. 
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Is that the item that we are dealing with now, or does that includ 
other items? 

Mr. Henset. What this purports to do is to carry forward a 
account for the entire amount of money that has been appropriated, 
and this $6,900 million for maintenance, spare parts, material, and 
other services, which includes all equipment, is the undelivered bal. 
ance of the total program. 

Mr. Denton. That is just not limited to what we are dealing wit) 
now, maintenance and spare parts? 

Mr. Hensen. No, sir. That is lumping together all the materia! 
and other services. 

Mr. Denton. That includes points 2, 3, and 4 on the chart on the 
board then ? | 

Mr. Henset. So far as the $1,400 million is concerned, it includes 
all those items, starting back in 1950. 

Mr. Denton. And you are going to furnish us with a breakdown 
showing just what those items are ? 

Mr. Henset. Well, I think that I have it already in the book on an 
area and country basis. 

Mr. Denton. Where will we find it in the book ? 

Mr. Henset. If you will turn to page 3 of the book you will notice 
the last two columns, accomplished and to be accomplished, as of 
January 31. 

Mr. Denton. Where will we find this item that we are talking 
about ? 

Mr. Henset. You will see it up above, the total for the area to be 
accomplished is the $7.8 billion which is comparable with the $7.) 
billion the sheet that you are talking about, at a different time. The 
figures must change as the dates change. 

With regard to the $6,909 million, if you will drop down to Roman 
numeral II, equipment and supplies, which covers the same category 
you have $6,907 million. 

Mr. Denton. This is not a great deal of help to me because that 
just shows it broken down by Army, Navy, and Air Corps. 

Mr. Henset. We are not finished. If you will now turn over to 
sheet. Nos. 6, 7, and 8 you will see we start with $——— in the upper 
right-hand corner to be accomplished for the total Department of 
Defense, and then you see the total to be accomplished for the Army, 
$———, and then going to the next sheet you have the Navy, $——., 
and you find on sheet 8 in the upper right-hand corner $——— for 
the Air Force, and if you will run down there you will see the prin- 
cipal items and categories which account for all of that, so you have 
it in a rather complete detail on a worldwide basis, and if you will 
follow that up through each area and country you will get exactly 
the same information. 

Mr. Denton. It does not show what is reserved and obligated, 
though. 

Mr. Henset. No. This is only telling you what has been accom- 
plished, and what is to be accomplished under our program. 

Mr. Hanp. That includes training? 


Mr. Passman. Yes; maintenance, spare parts, training, packing, 
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TRAINING PROGRAM 


Mr. Hanp. Looking at page 253 under the general heading of 
“Training,” I notice a statement under the Army. 

(Discussion off the record.) 

Mr. Henset. It is programed in the sense it is planned; yes. It 
represents our estimate of what would have to be done in this fiscal 
year. ‘The foreign training program overall for the Army is $30,- 
800,000. 

Mr. Hann. Overall? 

Mr. Hensex. Global. 

Mr. Hanp. How much for the program in Germany ? 

(Discussion off the record. ) 

Mr. Hanno. We have found out in the past that the Germans are 
entirely too good in training their own armies. What are we going 
to do to help them ? 

(Discussion held off the record.) . 

Mr. Hanp. It seems to me the situation might reverse itself even- 
tually, and when we train these people with our technique and our 
know-how and equipment, are we confident that will all be of eventual 
benefit to us? 

Mr. Hensex. You are taking certain calculated risks, but certainly 
if we are going to give them the equipment we had better train them 
on how to use it so they don’t run it off a cliff, break it, or something 
like that. The more able they are to use the equipment skillfully the 
less costs we will have in maintaining it. 

If we can get our type of equipment spread around it will be hard 
for them to build up systems with other types of equipment added to 
it. We get a certain advantage there, too. 


TRAINING PROGRAM IN LATIN AMERICA 


Mr. Hanp. Tell me briefly about the nature of our training program 
in Latin America. 

Mr. Henset. I will have to get the details of that. I do not have 
it at my fingertips. 

(Discussion held off the record.) 

Colonel Witx1aMson. In general you will find that the Army ap- 
proach to training in Latin America is pretty well the same as it is 
in the rest of the world, concentrating on individuals who in turn can 
train their own people. 

The Navy approach has been somewhat different in that they have 
concentrated on building physical installations in the Latin American 
countries, Navy expenses being toward the establishment of schools 
rather than training individuals. 

Mr. Hanno. How much is budgeted for that purpose in 1956? 

Mr. Henset. In the sense of formally allocating I would say noth- 
ing. In the sense of what we think we will have to stand there I can 
give you the figure. 

Also let me mention this on training: In a sense that is a great econ- 
omy. You get a big return and satisfactory use of your equipment. 

To the extent we bring those people over to the United States we 
get. a morale and propaganda benefit when they go back which should 
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not be completely ignored. I do not urge it as a reason for the pro. 
gram, but some of the best friends we have developed abroad have 
been those who have been to our schools. 

Colonel Wituiamson. The 1956 plan for Latin America is $5.3 mil- 
lion for the 3 services. 

Mr. Hann. Are we involved in all the countries there ? 

Mr. Hensev. Brazil, Chile, Colombia, Ecuador, Haiti, Nicaragua, 
Peru. 

Mr. Hanp. Nothing in Argentina and Guatemala ? 

Mr. Hensev. That is right. I can give it to you in a breakdown of 
the services. 

EXCESS EQUIPMENT 


Mr. Hann. We were talking a moment ago, Mr. Hensel, about excess 
equipment. I think the figure was given as $820 million plus for 
rehabilitation. That is not reflected anywhere in this program but 
that is over and above the money figures we are talking about here’ 

Mr. Hensev. The $153 million we must pay for the rehabilitation. 
that is in the program and that comes out of the money. The $820) 
million we do not have to pay anyone anything for. 

Mr. Hanp. Is there any significant amount of transportation done 
by air so far as the material and equipment we are delivering / 

Mr. Hensev. Air freight, you mean ? 

Mr. Hanp. Yes. 

Mr. Hensev. You are not talking about flying airplanes? 

Mr. Hanp. No. 

Mr. Henseu. None I know of, sir. I see no reason for it. 

(Discussion held off the record.) 

Mr. Hanp. The answer is that there is no significant amount of this 
heavy freight? 

Mr. Hensev. There is none I know of. I would be distressed if there 
were. 

In an emergency we might rush something out, but nothing I know 
of. 


SHIPMENTS IN AMERICAN BOTTOMS 


Mr. Hann. In shipping by boat, to what extent does the law now 
require the shipment in American bottoms ? 

Mr. Henseu. 50 percent. 

Mr. Hanp. That is the situation roughly, or do you use more than 
that in American bottoms ? 

Mr. Hensev. More in American bottoms. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Hann. That is all I have, Mr. Chairman. 


CoMMITMENTS 


SUPPORT OF INTERNATIONAL MILITARY HEADQUARTERS 


Mr. Passman. Mr. Secretary, I think we shall discuss the first item, 
section 3, support of International Military Headquarters. 

This is the proportionate United States share of NATO admin- 
istrative cost of International Military Headquarters. 
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These headquarters are SHAPE (Supreme Headquarters Allied 
Powers Europe), SACLANT (Supreme Allied Command Atlantic), 
and SACEUR Lite ae Allied Commander Europe). 

You are requesting $5,500,000 for fiscal 1956. 

Could you tell the committee the total amount available for this 
particular fund in fiscal 1955? I am trving to get the overall now, 
our contribution as well as that of other nations. 

Mr. Hewnset. I can give you our contribution for fiseal 1955, which 
is $5.4 million. 

Mr. Passman. For 1955? 

Mr. Henset. The United States at the moment is paying 2214 per- 
cent of the operating costs and 45 percent of the capital costs. The 
capital costs, of course, are lowering very rapidly because of the fact 
that the headquarters have been established and are operating. 

Mr. Passman. You referred to two different items there. To what 
items does this appropriation apply ? 

Mr. Henseu. Both. United States total contribution to the support 
of military headquarters. 

Mr. PassMan. Putting the two together what percentage of the total 
cost does the United States pay ? 

Mr. Hensevt. Approximately 25 percent. 

Mr. Passman. Of the overall of both programs you referred to? 

Mr. Hensex. Yes, sir. 

Mr. PassmMan. What is the amount available for fiseal 1955? 

Mr. Henset. $5,420,000. 


OBLIGATIONS AND EXPENDITURES 


ae PassmMAN. What has been the expenditure through April 30, 
1955? Or give us the obligations. 

Mr. Suaw. We have both. 

Mr. PassMaNn. Let us get the expenditures first and then obligations. 

Mr. SuHaw. The amount obligated in this fiscal year has been only 
$500,000, but it will be necessary to explain to the committee how it 
works. 

The International Military Headquarters budgets are examined by 
the NATO Military Budget Committee, which is the committee com- 
posed of representatives of all the NATO nations. 

They are very meticulous in ex: mining the budget estimates of the 
Supreme Headquarters, SHAPE and SACLANT, as well as all the 
subordinant commands. 

When that budget committee has completed its review it makes 
recommendation to the NATO Council. 

At that time, if the NATO Council approves the recommendation of 
the Budget Committee, the approved budgets are sent to the inter 
national staff, and there the international staff sends out bills, that is 
the simple way of saying it, to the contributing nations in accordance 
with the cost sharing formulas as the money is required to finance the 
program. 

So although we are very positive in knowing that our costs run in 
the neighborhood of $5 million a year, it is very difficult for us here to 
tell in what quarter we will be solicited for payment. 

Mr. Passman. So that the committee may have complete inform: , 
tion, you have obligated only $500,000 for 10 months in fiseal year 1955 ? 
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Mr. Suaw. That is right, sir. 

Mr. Passman. What have you been paying your bills with? 

Mr. Suaw. We have not been making any contributions to the head- 
quarters. The reason for that is that the International Military Head- 
quarters support fund has been sufficient to carry the current expenses, 
The bills have not come in yet for the larger expenses, and they are ex- 
pected before the end of the year. 

If they are not received here before the end of June of this year we 
still will be liable to pay them. 

Mr. Passman. Then the committee would be correct in assuming 
that you have a surplus in that particular appropriation ? 

Mr. Suaw. NATO operates on a calendar year basis, which is an- 
other explanation. 

Mr. Hensev. Let me say this, if I may, sir 

Mr. Passman. If I may clear this up. 

Mr. Henset. I wanted to deal with that question. 

Mr. Passman. $500,000, then, from January to April 30? 

Mr. Hensev. That is all we were billed for. 

Mr. Passman. Against an appropriation of $5,400,000. 

Mr. Suaw. For the entire calendar year. 

Mr. Passman. And one-third of the calendar year is gone, two-thirds 
remains, yet we have spent only about 12 percent 

Mr. Suaw. No sir. We were talking about obligations. The ex- 
penditure as shown here from July 1, 1954, to April 30, 1955, is 5.6 
million. 

Mr. Passman. That clears that up. Then the unobligated balance 
is what? 

Mr. Henset. Zero. In a sense obligations and expenditures don’t 
quite fit this category. A budget is made up. We agree that we will 
take our share of that budget, and then it is turned over to a committee 
which, particularly in the capital items, determines when the expendi- 
tures would be made. It is an international outfit, and we get a bill 
from them later. 

When you say we obligate that money, if it means obligated in the 
sense when we agree more or less with them on the overall budget, then 
it is all obligated. 

Mr. Passman. In other words, you operate on an estimate. This is 
one of those items that you should consider maybe on the basis of 18 
months rather than 124 

Mr. Hensex. Well, it would be better, and this business of making 
the conversion back and forth between a calendar year and a fiscal 
year brings about a certain number of headaches. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. Mr. Taber, are you ready to proceed? 

Mr. Taser. The only thing beyond what you have raised is this: 

I understood you to say that you had obligated $500,000. Did you 
say you had expended a considerable amount ? 

Mr. Hensev. We had expended during the year $5,600,000, but that 
is not all to be assigned to 1955 appropriations. 

Mr. Taser. But during the year 1955 you expended 5.6 million? 

Mr. Hensev. $5.6 and you appropriated $5.4. You can see some 
expenditures came from earlier appropriations. 
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Mr. Taper. You have $5 million set up for this year. 

Mr. Hensex. That is our estimate of what we will have to pay this 
year. 

"Mr. Taser. That would split the difference between 5.4 and 5.6. 

Mr. Hensext. No, sir. Nothing in this estimate is done on that basis. 
This is What we believe will be the finally approved budget, and we 
have to look a little into the future because they do it on a calendar 
year, and we have then calculated what we think of that budget will be 
spent during the year and we will be billed for. 

That is the w ay this works, Mr. Taber. 

Mr. Taser. Off the record. 

(Discussion held off the record. ) 

Mr. Taper. Have you a breakdown of the number of employ ees in- 
volved in this picture in the way of categories of activities / 

Mr. Hensev. I think we can get it, sir. 

Mr. Suaw. It would be possible from the budgets of each of the 
subordinate commands to make up a tabulation of the type of expenses 
we contribute toward. 

You, of course, realize that no military salaries of any of the mili- 
tary representatives of any of the countries in NATO are included. 

Mr. Taser. I understand that. 

Mr. Suaw. This is for civilian personnel and supporting type opera- 
tions necessary to run a peacetime headquarters. There are about 14 
of them. 

Mr. Taper. You had better give the whole picture, including the 
other incidental expenses paid for out of the whole pool. 

Mr. SuHaw. May I add one more word in connection with the Inter 
national Military Headquarters ? 

Of course, there is an International Audit Board appointed by the 
North Atlantic Treaty Organization Council, which audits the accounts 
of all these headquarters. 

Weare very well satisfied with the results of that. 

Mr. Hensex. We can give it to you on an activity basis and a dollar 
basis per activity. It will take usa little time 

Mr. Taper. Do you have that here ¢ 

Mr. Hensex. Yes, sir. 

Mr. Taper. Let me see it. 

The totals are up at the top, are they not ? 

Mr. Hensex. Yes, sir. You see, this is on a calendar-year basis. 

Mr. Taser. This is the United States share, is it not ? 

Mr. Henset. It is the total, also, as well as the United States share. 

You see, you start with the first sheet, SHAPE Headquarters. You 
have a total expense of $3.5 million, $845,000 being the United States 

share in calendar year 1953. 

You run that across and you notice that both total SHAPE expenses 
and ours have been coming down. 

Then you take the NATO defense column and run across the same 
way. 

Mr. Taper. Fiscal year 1950 is set up as 

Mr. Hensex. 1950, sir? 

Mr. Taper. 1955 is set up as $5.4 million. 

Mr. Hensev. $5,478,000. We translated it roughly as $5.5 million. 
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Mr. Taser. What is the estimated supplemental budget contra: 
authority carryover ? 

Mr. Suaw. It means, sir, very frequently, in the international oper. 
ation, it is necessary to submit supplemental budget requests. Thy 
takes care of the supplemental budgets. 

They also have been following the practice of using contract ay. 
thority authorizing the headquarters to expend funds or contract fo 
funds usually in connection with capital expenditures for payment 
at a subsequent date. 

Mr. Taser. You wouldn’t know if there was a 1955 involvement of 
that character ? 

Mr. Suaw. It is on the last page. 

Mr. Taser. I see it as an estimate but I see nothing definite. 

Mr. Suaw. It is calendar year 1955, sir. 

Mr. Taner. You did not have any such item in 1954? 

Mr. Hensex. We didn’t have to do any estimating in 1954. That 
was behind us, sir. We have to do some estimating on fiscal] 1955, 

We can get a substantial bill on the last day of the year. We are 
not in control of the dates when these things are actually paid and 
obligated. That is done from the central fund and we get a bill for it. 

Mr. Taper. This thing seems to be all together, showing subtotals, 
plus standing group requirements. I don’t know what that means. 

Mr. Henset. Military standing group. 

Mr. Taser. What does that mean? I don’t understand it. 

Mr. Suaw. If I may explain it. Under the NATO organization 
there is a civilian organization as well as the military organization. 

The military organization is headed by a military representatives 
committee which is made up of the chiefs of staff of the military forces 
of the nations belonging to NATO. 

Because of the size of that committee there is in operation in Wash- 
ington in the Pentagon what is known as the standing group. 

It is composed of representatives of the military forces of France, 
England, and the United States, and there are certain costs in connec- 
tion with the operation of the standing group still in international 
military organizations, operating in the Pentagon, which are included 
in this international budget. 

Mr. Taber, will this tabulation answer your questions, do you think, 
in that connection ? 

Mr. Taser. Yes: but something should be in the record. 

Mr. Passman. Do you think that is too voluminous to insert in the 
record ? 

Mr. Taner. Something should be in the record. 

Mr. Henseu. We have no objection to inserting it. 

Would you want it summarized somewhat and boil it down? 

Mr. Taner. As this stands I do not see it is necessary to put it all in. 

Start with 1954. 

Mr. PassmMan. 1954 to estimated 1956. 
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INTERNATIONAL Minirary Heapquarters, SHAPE, ann SUBcommManps—Con. 
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Calendar year 1954 | Calendar year 1955 | Calendar year 1966 


United | United | United 
Total cost} States Total cost} States Total cost) States 
share share share 
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Total, current year budgets. .---|17, 692,110) 4, 746, 669) 16, 673,390, 4, 376, 487 , 390 4, 410, 487 
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Estimated fiscal year requirements based | 

on current year estimates : dike .-.-|$4, 376, 487) ...-----..|$4, 410, 487 
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contract authority carryover items 

deferred from original budgets me 728, 513 | 752,513 


Subtotal pia Sul ecital 3 $7,221,929 5, 105, 000 5, 16: 3, 000 
Plus standing group re quire me nts_ er . 306, 699 315, 000 é 315, 000 


Total fiscal year requirements. - -- --| 7, 528, 628 5, 420, 000 5, 478, 000 


1 Consolidated with Headquarters, Allied Forces, Central Europe. 
3 Consolidated with Headquarters, Allied Forces, Southern Europe. 
‘ Actual obligations June 30, 1954. 


Mr. Passman. Mr. Denton ? 
ESTIMATED EXPENDITURE REQUIREMENTS 


Mr. Denton. I understand you _ et only a half million dol- 
lars for this item in the last fiscal year, that is 1955. Am I correct 
on that ? 

Mr. Henseu. No, sir. That was a mistake. We have spent 5.6 
million. 

Mr. Denton. You spent 5.6 million ? 

Mr. Hensew. $5,600,000. 

Mr. Denton. How long ago was that spent ? 

Mr. Hensev. From July 1, 1954, to April 30, 1955. 

Mr. Denton. You do not expect, of course, any more payments for 
another year, do you ¢ 

Mr. Hensex. Not nec essarily. 

Mr. PassMan. You can be billed at any time ? 

Mr. Henset. We may or may not. It depends on when we get a 
bill. We think we have taken care of any bills that will come in. 

Mr. Denton. You have $13.6 million in that fund now, do you not? 

Mr. Hensev. If you make the appropriation $5.5 million for fiscal 
year 1956 we will be able to take care of what- 
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Mr. Denton. $13.6 million. 

Mr. Henseu. Our share, yes. 

Mr. Denton. Is there any reason—— 

Mr. Hensev. That is asof March 31. We were giving expenditun 
through April 30. 

Mr. Denon. Is there any reason why you cannot pay this $5.4 mil. 
lion out of that balance you are carrying over ? 

Mr. Hensev. We don’t have that balance unless we get the $5.5 mil. 
lion because that is carried in there. 

Mr. Denton. Let us take the $5 million off. That would leave yo 
$8 million. 

Mr. Henseu. All of which is to be spent for identified items, none of 
which were included in the $5.5 million. So if you take off the $55 
million 

Mr. Denton. You mean that $13.6 million already is identified ? 

Mr. Henset. It is to be accomplished. It is part of the program to 
be accomplished. 

Mr. Denton. I thought you said a moment ago that they billed you 
for this and when they billed you for it you paid it. How could that 
be obligated if that is the case ? 

Mr. Hensex. The way this works is this: This is our contributio 
to an international organization. 

Mr. Denton. That isright. I appreciate that. 

Mr. Hensext. Suppose you joined a club where instead of your pay- 
ing dues you agreed to contribute 5 percent of the running expense: 
of the year. 

We are now at the 30th of June. You haven’t gotten a bill for your 
deficit yet. 

Mr. Denton. I thought you said you have paid it. 

Mr. Henset. I said we have paid certain amounts of it. 

Mr. Denton. All right. 

Mr. Henset. We know that they have planned to spend that much 
money over there, and if we meet our bills we will need an additional 
five and a half million dollars. 

Mr. Denton. Then you figure that this 13.6 will revert back to 
the Treasury ? 

Mr. HenseEt. No, sir. 

Mr. Denton. Taking out the $5 million? 

Mr. Henset. All right. We figure they have spent the 8.2 or obli- 
gated it, and we will get a bill for that $8.2 million because we promise‘ 
to pay it. That is your deficit from the club for which you haven! 
gotten a bill yet. 

Mr. Denton. What record do you have, or what makes you indicate 
that you have obligated $13.6 million ? 

Mr. Henseu. Let us take off the $5 million. 

Mr. Denton. All right. 

Mr. Henset. We know what the international budgets are which we 
explained were prepared in detail coming up from the individual con- 
mands. We know in general what they are based on a calendar-yeat 
basis, so consequently we know what our share of that will be youghly. 

Mr. Denton. You know this year it is 5.4 and last year it was 5.) 

Is there anything to make you think it will be more than that? 
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Mr. Henset. We think in 1956 it will be 5.5. Nobody is saying it 
jsany more. 

Mr. Denton. Then why do you think you will have to carry over 8.2 
in addition to that? 

Mr. HENsEL. It is not 8.2 in addition, sir. That 8.2 goes to pay our 
share of the previous year’s budget. 

Mr. PassMaNn. Will you yield just a moment ! 

Mr. Denton. Yés. 

Mr. PassMAN. Off the record. 

(Discussion held off the record.) 

Mr. Denton. What makes you think that you are going to need this 
89 in addition to 5.4% 

Mr. Henseu. Well, the accumulated bills we know of which have 
been spent. We just haven’t gotten the bill yet. 

We know we are not billed for actual moneys that have been spent in 
the past. 

Mr. Den'ron. You have checked on the records of what has been 
spent and you have that. 

Mr. Henset. We have a general idea of what is going to be spent 
and have knowledge of what has been spent. 

There is a very careful audit of these expenses made on an inter- 
national basis. 

Mr. Denton. What gets me, though, is this: You figure 5.4 this 
year, 5.5 next year. I don’t know what it was the year before that. 

Why you carry that much back I don’t know. 

Mr. Henset. Fiscal 1954 was 7.5. 

Mr. Denton. Where? 

Mr. Hensew. Fiscal year 1954. 

Mr. Denton. You paid that, of course ¢ 

Mr. Henset. Not necessarily, sir. 

Mr. Den'ron. You have not? 

Mr. Henseu. It could be we didn’t get bills for it and that could be 
some of it that you are talking about in your 8.2. We are behind on 
this all the time because we are waiting for bills from them, and we 
have no control over their obligation. 

Mr. Hann. There is some difference between a calendar year opera- 
tion and our fiscal year operation. P 

Mr. PassMan. That is what he said. 

Mr. Henset. That accounts for some lag in the bills, and what we 
have to do in our projection and our estimate. $5.5 million is an esti- 
mate. Weare trying to translate this into a fiscal year budget. 

Mr. Denton. For the years 1950, 1951, 1952, 1953, 1954 and 1955 
you paid $16,436,000. That would be an average of about $3 million 
each for those years. 

Mr. Henset. Where are you reading ? 

Mr. Denton. 1950 to 1955 program shown here. 

Mr. Henset. It is 27.9. 

Mr. Denon. Divide that by 5 and you will get 5.2 roughly, which it 
has been running every year. \ 

; Mr. “Innse.. These headquarters have been running every year, and 
It is planned to continue them. This is a continuing operating ex- 
pense, sir. 
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Mr. Denon. I appreciate all that, but I still do not see why yu 
want to carry 

Mr. Henset. I didn’t get that. 

Mr. Denron. I don’t see why you want to carry over $8.2 million, 

Mr. Hensex. Suppose I got a bill for $8.2 million which we know js 
coming and I didn’t have the money ? 

Mr. Denton. Suppose you got a bill for $25 million and you didn‘ 
have the money? What would you do? 

Mr. Hensev. I would have to take it out of some other program if 
I made a commitment. 

This is what we estimate we will need in addition to the money we 
still hold against the expectation of bills from them. 

Mr. Denton. All right. 

Mr. Hensex. I do want to make it clear, and I do not feel that | 
have. 

Mr. Denton. You have not made it clear tome. Iam sure of that, 

Mr. Henset. It is the lag between the time when they make the ex. 
penditures and they give us ‘the bills. 

We have not asked for 5.5 million to pay bills for which you alread; 
have given us the money. 

Mr. Denton. You just paid 5.5 million. You expect 5.4 million 
this next year. 

Mr. Hensev. We paid 5.6 million from July 1 through April 30. 

Mr. Denon. It seems every year you pay 5.+, and with this 35, 
you would have enough to carry it. 

Mr. Henset. The 5.5 was based only on the assumption we would 
retain enough money to pay the $8.2 million when they came in. We 
know we owe that share. 

Mr. Denton. I cannot see where you would have any expectation 
that this would be more than 5.+ something when it has been that ever 
since 1950. Why would you have any need to carry that much over! 

Mr. Hensev. Well, you have the assumption we are paid up to 
date. I am trying to make the point we are not necessarily paid up to 
date, and that our estimate is that we are not paid up to date by the 
amount of 8.2. 

Mr. Denton. In making out these appropriations we can only make 
an estimate, and what you have done in thep ast is a good criteria 

Mr. Hensex. No, sir. You are confusing two things. You ar 
confusing giving us the right to have money y and setting it aside and 
what we have actu: illy paid. 

What we are trying to tell you is that in our opinion, in order to 
meet the total amount of obligations that the international headquar- 
ters will incur, of which we have agreed to pay a certain share, we 
need an additional $5.5 million. 

Mr. Denton. All right. 

Mr. Hensev. That is taking into account your 8.2 on the assump: 
tion we will have it. 

Take that away from us and we are $8.2 million in the hole. 

Put it another way: If you take that away from us then what ! 
think I need to meet my bills is $13.6 million, because I expect to get 
$8.2 million in bills, plus what I think we will incur in the way “a 
$5.5 million. 
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. PassMAn. You have no control over this account. The bills 
may accumulate for a year or 2 years. It operates on a calendar-year 
basis and through experience you estimate you will owe $8 million 
plus when you get all the bills which have been incurred in NATO 
as your share? 

Mr. Comer. We do not receive a bill as a bill from NATO. We re- 
ceive from the comptroller of NATO, an international servant, a 
request for contribution of the United States’ share. That is done 
every 4 months at the present time. 

The first request for contributions is based on an estimate of calen- 
dar year budgets. ‘That is always a very low request. 

The second and final request in each calendar year is the large ones 

We have not yet received for 1955 our second request, which is why 
we have only a $500,000 obligation against an estimate of $5.4 million. 

Mr. Passman. I think Mr. Denton made a very good point—you 
do have an average for the past 5 years as to the amount of money we 
have been called upon to put up, and you do have in effect a reserve 
of $8 million plus. 

Will you give us some information to justify your expectation, and 
is it based entirely on the cost of operating NATO? 

Mr. Henset. Yes. 

Mr. Passman. It seems as though that reserve is getting fat. 

Mr. Hensex. I don’t think so, sir. If you will take a look at this 
calculation which precipitated all these questions, you will see that 
our estimate of our share of the national military headquarters, 
through fiscal year 1956, is $33.3 million. 

Mr. Passman. They are assessing you. It is an assessment. 

Mr. Hensex. That is our estimate of what our total charge will be. 

Of that we have only paid $19.7 million through March 31, 1955. 

The $13.6-million figure depends upon whether our estimate of the 
$33.3 million on the overall is right, and if that is to be our overall 
share of the total program, then we must have the money to pay it, 
and that includes the $8.2 million that Mr. Denton just assumes that 
because we have not paid it we will never have to pay it. 

If he is right then our $33.3 million is in error and should be reduced 
by $8.2 million because it is our estimate that running from 1950 
through 1956 we will have to kick in $33.3 million for our share of the 
international headquarters. 

One figure or the other has to be right. If we are wrong and we 
will not have to kick in $33.3 million, then your conclusion would 
follow. 

But if we are right your conclusion cannot follow. 

Mr. Denton. The ‘only thing that strikes me is the fact it is odd 
that they carry it over for a period of 7 years. 

Mr. Henset. It is not carried over for a period of 7 years, sir. We 
are trying to look 1 year into the future. 

T will get you an actual accounting of it showing you the bills re- 
ceived and the contributions right on down. 

Mr. Passman. You have to have reserve funds to take care of obliga- 
tions which may come in in 1957, 1958, and 1959. That runs true 
throughout the entire program and this follows the same pattern. Is 
that right ? 

Mr. Henser. We are not trying to look as far ahead as 1959. 
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Mr. Passman. It runs in the same pattern, you do have to make pr. 
servations to take care of obligations that you anticipate will come jy, 

Mr. Hensext. Yes. You remember the days before the war whew 
contract authority used to be granted without any funds ? 

Mr. Passman. Yes, we are familiar with that. 

Mr. Henset. That i is the system they used. Based on that we be. 
lieve our estimate of our share of $33.3 million is a reasonably sound 
one. For that you have provided all of the money we think we nee 
except $5.5 million. The fact that we have not yet spent it in respons 
to demands from them I do not think has any re eal significance. If yoy 
feel that we are wrong, and I do not see how we can be because w: 
checked this contract authority which has been given out there, in our 
estimate of the $33.3 million. 

Mr. Passman. We would be satisfied if we were convinced that this 
follows the same pattern as the other programs, that you are request. 
ing appropriations for 2 or 3 years hence, which would fall in the 

category of reservations. 

Mr. Ffanp. Why not have them submit a memorandum to explain it! 

Mr. Passman. Yes; if you will do that so it will be clear. 

(Memorandum to be supplied to subcommittee as soon as practi. 
cable. ) 

Mr. Passman. Any other question with respect to this item ? 

Mr. Frernanpez. The average for the 6 years is $5.5 million, whic! 
is about the same as you have estimated for 1956. 

Mr. Hensext. No. The total program for 1950-55 was $33.3. 

Mr. Fernanpvez. Well, that is $5.5. 

Mr. Hensev. Just about that, yes. We just haven’t paid it all yer. 

Mr. Passman. Any other questions, gentlemen ? 

Mr. Lannam. You will not have to pay it unless you have to, s 
what difference does it make ? 

Mr. Hensev. But we know what they have contracted for. We get 
their figures. There is no question of the accuracy of the $33.3 million. 

The $5.5 million is looking ahead. 

Mr. Passman. Any other questions on this particular item, gentle. 
men ¢ 

(No response. ) 

INFRASTRUCTURE 


Mr. PassmMan. Next is item 2, under section 3, “Infrastructure.” 

Without objection we should insert in the record paragraph 2, page 
254, second column. 

(The information referred to is as follows :) 


INFRASTRUCTURE 


The term “infrastructure” is used to define those fixed military facilities. 
such as airfields, fuel distribution facilities, naval fleet bases, teleeommunica- 
tions, electronic warning systems, war headquarters, and other installations 
needed to support effective combat operations by the integrated NATO forces 
under the command of the Supreme Allied Commander, Europe, and Supreme 
Allied Commander, Atlantic. 

The aggregate cost of infrastructure is shared among the NATO nations in 
percentages fixed by agreement in the North Atlantic Council. The percentage 
of total infrastructure cost to be borne by the United States has been agreeé 
to by the United States and approximates 38 percent (net of taxes) of the 195 
through 1956 programs. 
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In 1954, Congress authorized United States participation in the 3-year pro- 
sram agreed upon in the North Atlantic Council in April 1953 for the years 
1954 to 1956, both inclusive, provided the net United States share of the total 
infrastructure program (1950-56) did not exceed $780 million. 

In 1954 it was thought that such program would conclude infrastructure. 
However, due to the strategic concept changes of nuclear warfare, certain new 
requirements are being generated. Although no estimate is presently availa- 
hle as to.the magnitude of these new requirements, it should be noted by the 
congress that further requests for infrastructure will undoubtedly be made to 
provide NATO forces with the facilities deemed necessary for them to survive 
the initial phases of a nuclear war. While such problem is now under de- 
tailed study, some of the concepts of more modern warfare have been in- 
cluded in current infrastructure programs, staying, however, well within the 
authorized ceilings on United States infrastructure contributions of $780 
million. 

The amount requested in this presentation is the United States share of 
the international requirement for funds in the time period which corresponds 
to the United States fiscal year 1956 

Mr. Henset. Infrastructure is the term used for the fixed military 
facilities, such as airfields, fuel-distribution facilities, naval fleet bases, 
telecommunications, electronic warning systems, war headquarters, 
and other installations needed to support effective combat operations 
by the integrated NATO forces under the command of the Supreme 
Allied Commander Europe and the Supreme Allied Commander 
Atlantic. 


STATUS OF APPROPRIATIONS AND AUTHORIZATION 


Mr. Passman. The request for fiscal 1956 is $122 million. Is it true 
that this appropriation, if approved by the Congress, will complete our 
commitment with respect to infrastructure / 

Mr. Hensen. No, sir. 

Mr. Passman. Do you have any authorization / 

Mr. Hensew. It doesn’t complete that, either. The authorization, 
as | understand it, is $780 million. 

Mr. Taser. Not exceeding. 

Mr. Hensen. That is quite correct, sir, but that happens to be as 
usual, that the ceiling and the floor are always the same when it comes 
to planning of the infrastructure program, so that the program is 
$780 million. 

As of now you have made available to us for this purpose $559 
million through 1955, so we have a balance, the difference between $559 
million and $780 million, to bring us up to the approved program. 
That is $221 million. 

It is our estimate that $122 million should be provided for fiscal 
year 1956 and another $99 million then will become necessary in 1957. 

Mr. Passman. Mr. Secretary, would you insert the law number and 
the total amount of the authorization for this item so it might be 
cleared up in the record ¢ 

Mr. Suaw. Section 104 of the Mutual Security Act of 1954 is the 
statute which covers this. 

Mr. PassMANn. Would you read it, please ? 

Mr. Suaw (reading) : 

The President is authorized to make contributions to infrastructure programs 
of the North Atlantic Treaty Organization, in accordance with agreements already 
made between the member nations, out of funds made available pursuant to 


this section, or section 103, or chapter 9 of the Supplemental Appropriation Act, 
1953, of amounts totaling not more than $780 million, less amounts already con- 
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tributed for such purpose. There is hereby authorized to be appropriated 
the President for such purpose, in installments prior to June 30, 1958, not t 

exceed $321 million to remain available until expended. Such contributions by 

the United States shall not exceed its proportionate share, as heretofore agree 

upon, of the expenses of such programs. 

Mr. Passman. Then we would interpret that as meaning there ha 
been $321 million authorized. Wouldn’t that be the limitation accord. 
ing to the language? 

Mr. Suaw. As of the date of that act, yes. 

Mr. Passman. Have there been amendments to that act? 

Mr. Suaw. No, sir. 

Mr. Passman. Then what amount has been appropriated against 
the $321 million as of this date? 

Mr. Morpny. $100 million, sir. 

Mr. Passman. Then there would be $221 million remaining under 
the present authorization. 

Mr. Hensext. Yes. You can work it either way, from the $321 mil. 
lion or the 780. 

Mr. Passman. We prefer to operate it from the $321 million because 
that is quite plain. 

Mr. Henset. Then you have $221 million to make good on the con- 
mitments we have given. 

We are estimating that for fiscal year 1956 it will be $122 million. 
That again is an estimate which is built up based on translating 
calendar year budget slices into a fiscal year and made up by the inter- 
national staff. 

I understand the international group keep all their books on pound 
sterling, so we have that conversion, also. 

The reason we feel we need $122 million out of the $221 million for 
this coming vear is that we have found in the past that in order to be 
on the safe side and have our requirements we ought to add a safety 
factor, a safety factor of about 25 percent roughly. 

We really think what we will need to have for fiscal year 1956 is 
$112.6 million. We figure there will be a carry forward of approxi- 
mately $15 million from fiscal year 1955. 

That reduces our estimate of new funds to $97.6 million to which 
we have added this safety factor of 25 percent which I spoke of, which 
is a judgment factor based on experience, bringing it up to $122 million. 

That will leave $99 million for 1957 to complete this authorization. 

Mr. Passman. Mr. Secretary, what was the total amount of carry- 
over for this item for fiscal year 1955? 

Mr. SHaw. The appropriation was made by the Mutual Security 
Appropriation Act of 1955, $139 million. 

Mr. Passman. Do you have any carryover? 

Mr. Suaw. It was $100 million plus not to exceed $39 million of 
unobligated balances, which makes the total of $139 million. 

Mr. Henseu. A sort of complicated thing where they have been 
carrying over right along. To say how much we get in any one year 
depends on whether you want just the new money without the carry- 
over or do you want the total ? 

Mr. Passman. We try to get them both. 

Mr. Henset. Total amount of money, new money plus carryover. 
was $139 million. 
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OBLIGATIONS 


Mr. PassMAn. How much of that amount has been obligated through 
April 30, 1955? 

Mr. Suaw. Obligated is $46.2 million. 

Mr. Passman. Then the unobligated balance as of April 30, 1955, 
would amount to what ? 

Mr. Suaw. $92.7 million. 

Mr. Passman. Do you anticipate that you will have that same 
amount as of June 30 4, 

Mr. Suaw. No, sir. We anticipate that amount will be 18.9 million. 

Mr. Hensex. As of June 30 obligations will be $120.1 million. 

Mr. Passman. Could you tell the committee what you expect to ob- 
ligate for fiscal year 1956 out of the carryover and the new money ¢ 

Mr. Henser. You mean what the infrastructure program is for 
1956 ¢ 

Mr. Passman. Yes. 

Mr. Hensev. I can get the details for you. You are talking about 
projects. 

Mr. Passman. Total amounts. You said $139 million was the new 
appropriation for 1955 including the carryover. Project it out into 
the future and tell us what you think the program will cost us in fiseal 
1956. 

Mr. Suaw. $140.9 million. 


UNITED STATES CONTRIBUTION 


Mr. PassmMan. What is our percentage of the total for infra- 
structure ? 

Mr. Hensev. I don’t want to confuse you unduly but that is one of 
the things you pnboe exactly answer because the exact percentage 
that is paid by us in any particular fiscal year is a composite of the 
percentages we agreed to pay of the different projects in prior years. 

I can tell you what the variation has been in the United States per- 
centage as to the different slices. Those slices are your installments, 
really, annual programs. 

We agree to our percentage on the basis of the annual program. 
When the actual expenditure is made it may come out of three prior 
programs all of which have different percentages, so I will give you a 
composite percentage for the programs if I may. 

Mr. PassmMAn. Briefly, i in that connection may I ask this question : 

If the other member nations do not put up the amounts they agreed 
to put up, will it be necessary to reduce the amount we put into the 
program ? 

Mr. Henset. I do not think we have ever had that experience. We 
have never had any default. I can tell you this, when all seven slices 
are completed, we think that our percentage contribution will approx- 
imate 38 percent. 

Mr. Passman. 38 percent of the total spent on the infrastructure 
program ? 

Mr. Henset. When it is completed. It has run, starting from slice 
one, where we put in nothing, slice two, 41.82 percent running down 
to 39.72 percent as of slice 7. 
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Mr. Passman. By “slice” youare referring to what? 

Mr. Hensex. Each program; not expenditures. 

Mr. Natcuer. Mr. Secretary, you say 38 percent net of taxes. What 
do you mean by “net of taxes?” 

Mr. Hensex. We have been negotiating—and it has taken some tine 
with some countries—agreements that our contribution will not g0 
to paying any taxes in that country, whether it be sales tax, a turnover 
tax, or anything like that. 

Mr. Natcuer. In other words, when you use the term “net of taxes,” 
you mean that no part of the 38 percent is to be used for taxes? 

Mr. Henset. That is right. 

We have a statute that no funds shall be expended under this section 
for rental or purchase of land, or payment of taxes. 

Mr. Passman. Gentlemen, we will stand adjourned until 9 o'clock 
tomorrow morning. 





Trrurspay, JUNE 23, 1955, 
Repuctions ror Miuitary Assistance IN AuTnorizATION Bint 


Mr. Passman. The committee will please be in order. 

Mr. Secretary, do you have a statement you would like to make to 
the committee ? 

Mr. Henseu. I would like to make a statement because it concerns 
the entire problem. 

You asked me when I came in how I felt and I said I was rather 
discouraged. I am discouraged, and it is not personal discourage- 
ment, because I am only going to be with the Government about 7 
more days, and there is nothing anyone can do to punish or reward 
me personally. I am afraid I have gotten to the time in life where I 
likely will not be back in the Government service. But yesterday 
afternoon the House Foreign Affairs Committee reported out a bill 
on the authorization side, which really, in spite of our efforts, really 
amounted to a cut of some $700 million to $800 million out of our 
program without saying why or where. Now the way they did it was 
to fail to authorize $145.4 million which we said was a reserve for $1.5 
billion. 

And also, although they had been informed that we had, in effect, 
some $620 million unobligated during the year, we only carried for- 
ward $200 million. That is $420 million there plus the loss of $145 
million. 

With that kind of a loss, it almost makes futile a careful examina- 
tion of the individual projects because with respect to the $420 mil- 
lion that we had assumed that we would have to carry out programs 
that had already been approved, it means a complete reprograming, 
even assuming that it can be done without causing a great deal of 
difficulty in connection with our foreign policy. That means that 
all that we have done in working up this book will have to be done 
over. It also answers, although no one will accept the answer, the 
problem that we are faced every year, Why do you spend your 
money in the last half of the fiscal year instead of the first half! 
Really, in the first half of the fiscal year, we are recovering from what 
happened to our program and it makes it necessary to reprogram. 
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I do not know where we will make up that $400 million; nobody 
told us where anything should be cut out or what should be changed. 
Consequently, we had no guidance as to the thought of even that com- 
mittee, and I do not know what will happen to it in the House. 

Now, with respect to the $145 million that we had designated as 
a reserve and which I will try to point out the needs for, that, I sup- 
pose, is a matter of judgment and somebody could say, “Well, I judge 
you will not need any reserve.” 

" Let me give you one of the difficulties that I faced this morning. 

(Discussion off the record.) 

We know that Turkey and Iraq have already signed a treaty, and 
also Turkey and Pakistan. 

(Discussion off the record.) 

So I want to plead with you, if there is anything you can do on 
the floor of the House to save that money and save these programs, 
or at least indicate where you think we are wrong, what programs 
you would like to have cut, rather than just leaving us to face the 
problem of trying to carry on successfully a foreign policy and 
trying to build up collective strength without any particular guidance. 

I apologize for it but it does give me a sense of futility as I view 
these individual items and try to explain them from the standpoint 
of the $420 million that went out the window. 

I honestly do not think the full effect of that was understood, but 
Imay be wrong in that. I hope you will forgive me for unburdening 
myself, 

Mr. Passman. Thank you, Mr. Secretary. May I say that the 
committee will certainly miss your counsel and the Government will 
miss your valuable services. 

I might say in connection with your statement that it will be the 
responsibility of this committee to report out a bill that the House 
will accept. I do not think any member of this committee would 
attempt to force his personal views on the House, because if we make 
reductions they are going to have to be justified; and if we increase 
the amount of the bill, we are going to have to do likewise; and I 
think this committee in its wisdom will be very careful in marking 
up the bill because we realize that our own personal wishes will not 
prevail. It is a question of justifying the increases or decreases and 
you may rest assured that your views will be kept in mind when we 
mark up the bill. 

Mr. Hensen. My only worry is what may be taken by the author- 
izing body in reference to the $400 million. The newspapers did not 
pick it up and I am not sure that the committee knew just what action 
had resulted. 

Mr. Passman. We will have a very close look at it. You under- 
stand we will have to study the authorizing bill before we get into the 
details of marking up the bill, and that we cannot go beyond the 
authorizing legislation, and you may rest assured that we will have a 
very close look at the cuts, but just as I say, and I repeat, we have to 
Justify any cuts that are made, as well as any increases that are made. 
But we do appreciate your statement, Mr. Secretary. 
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Muirrary AssisTANCE COMMITMENTS 


Mr. Secretary, at this point, we will take up the military assistang 
commitments, $52.8 million. May I ask what amount vou had ayail. 
able for this program for the fiscal year 1955, including the carryover 
and the appropriation total amount available for the program in the 
fiscal year 1955? 

Mr. Henseu. I could give those detailed figures. As a matter of 
fact, they are in the book here, but I can give you a statement showing 
those amounts on a country-by-country basis; as a matter of fact, they 
are shown in the book here, as of March 20 and I am sure that we can 
give them to you for some later date. 

Mr. Passman. May we have the totals at this time? We would 
like to get a breakdown, but may we have the total first ? 

Mr. Henset. The total for these particular six countries. Let me 
make this explanation, Mr. Chairman, with respect to the particular 
items that are listed here, there is no carry forward with respect to 
those items. 

Mr. Passman. From prior years? 

Mr. Hensev. From prior years. These are items which have 1 
provision made for them; otherwise, we would not have put them in. 

Mr. Passman. That is the $520 million? 

Mr. Henset. $524.8 million, and you will find the details right on 
page 252. 

Mr. Passman. Yes. 

Mr. Henset. Which shows a total. There isno money appropriated 
for this last year; there is no carryover and no obligations, as I said 

(Discussion off the record.) 

Mr. Hensev. If you ask me if we have a Korean program, and do 
we have a continuation of the Spanish program, the answer is yes, but 
it is not related to any of these particuular items. These are items for 
which no provision had been made or we would not have put them in, 

Mr. Passman. Do I understand, Mr. Secretary, that you had no 
appropriation for this particular program for the fiscal year 195i! 

Mr. Hensev. That is right, as I define the program which means 
to carry out this slice of the commitment. 

Mr. Wicetrswortn. I thought you had a very large discretionary 
fund that could be applied to any one of these purposes, during th: 
current fiscal year. Is that not a correct statement ? 

Mr. Henset. You are referring to the $700 million of section 121! 

Mr. WiceteswortH. Yes. 

Mr. Hewnsev. That was limited to southeast Asia, and that has all 
been used up without making any provision for these, on the assump: 
tion that these other items were of greater priority. I can give you, ot 
will have Mr. Shaw find and give you the details of what makes w 
the $700 million which is for southeast Asia, which I do not figure we 
could have used—I would not think we could have used any of thes 
except perhaps the Philippines. 

Mr. Wiacteswortnu. I thought the way it was set up the fund coull 
be used almost anywhere in Asia including Korea. 

Mr. Henseut. My recollection is that it was southeast Asia. This 
was Korea 





Mr. Suaw. Originally, out of the $700 million of funds appropriated 
for purposes of section 121 of Public Law 665, the Department of 
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Defense, by Presidential determination of February 5 and 10, 1955, 
and also under authority received under section 401, allocated $97 6 
million. 

In conjunction with the above, the Department of Defense agreed 
to make available $14.9 million of the MDAP funds and use the 
balance of $28.9 million in the Army assistance program. 

Now, a number of subsequent dev elopments took place. The current 
status is as follows: 

The original proposed allocation to the Department of Defense of 
the old section 121 funds, $97.6 million, return for reallocation to FOA, 
$12.2 million. Balance to be made available to DOD—De :partment 
of Defense—$85.4 million. That is the status; that is the amount of 
money that 

Mr. Taner. That has not been allocated ? 

Mr. Suaw. The money has been used; it has been utilized. 

Mr. Hensexu. But we did not get it. 

Mr. Taper. I see. 

Mr. Henset. We only got $85 million out of this $700 million fund. 

Mr. Taser. What has happened to that? 

Mr. Hensex. The $85 million ? 

Mr. Taper. Yes. 

(Discussion off the record. ) 

Mr. Hensent. Now, all of these commitments are in addition to 
everything else we have ever had. 

Mr. Passman. You consider the $524.8 million is a new phase of the 
program ¢ 

Mr. Henset. Completely new, and if you would like, I can fully 
explain the source of each of the individual ones. 

Mr. PassmANn. May I ask you this question first ? 

Mr. Hensex. Yes. 

(Discussion off the record.) 


PROGRAM IN SPAIN 


Mr. Natcuer. You say the program is known to the Spanish peo- 
ple? 

Mr. Hensen. Yes. 

Mr, Narcuer. How do you know that, Mr. Secretary ? 

Mr. Henset. I do not actually know it, but it has been our experi- 
ence that someone always talks. I am sorry to say that. When I say 
Spanish people, I would like to say the Spanish Government; I do 
not think it got any publication, any thing like that, but it is practically 
impossible to keep it quiet. We do our best. We have classified all 
that but somehow or other it gets out. Now may I say something off 
the record ? 

(Off-the-record discussion. ) 

Mr. Passman. Mr. § Secretary, as far as the people are concerned, 
you do not.mean you do not want them to know what we are doing 
for them ? 

Mr. Hensex. No; I am very much in favor of making public to them 
what we have done. I am very reluctant to make public what we 
think we are going to do, either in building materials or items, or in 
dollars; I am particularly reluctant to make known to them the 
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dollars, because it will result in forever wrangling as to whether y 
get at the right amount of dollars. 

Mr. Passman. Mr. Secretary, so that I can follow you completely, 
I am of the opinion that the members of the committee have fixed }; 
their own mind that this military-assistance program is a completely 
new program. 

(Discussion off the record.) 

Mr. Henset. I did not mean to say it was a new program, but it is 
an additional item. I said I could give you the details of each coun. 
try’s program. ° 

(Discussion off the record.) 


UNITED KINGDOM PROJECT 


Mr. Passman. I do not believe you discussed the United Kingdon 
project. 

Mr. Henset. I did not. I am prepared to. I think you had better 
let me give you a little background if I may. 

Mr. PassMaAn. Very well. 

Mr. Henset. This is a slice in the program that needs a bit of 
understanding. It is a rather long statement, but unless you under. 
stand the start of it, it is very hard to point out the reasons for this 
$——,, and, to be quite frank with you, it is a point where we would 
like very much to have congressional guidance. 

Mr. Passman. We will be very happy to furnish that to you. 

(Discussion off the record.) 

The item is in disagreement and we do not believe that we have 1 
firm commitment, as I understand you to say ¢ 

Mr. WiceteswortH. What was that memorandum ? 

Mr. Henset. A memorandum from Kyes to the President. 

Mr. Wiccieswortu. To the President? 

Mr. Henset. Yes; dated February 15, 1954, and incidentally if you 
wish to see any of these documents, we will be very happy to present 
them to you. 

Mr. Taper. That was February 15, 1954? 

Mr. Hensew. 1954; yes. 

(Discussion off the record.) 

Mr. Henset. That is all we used in fiscal 1955. 

Mr. Wiacieswortu. That is actually a part of the picture. 

Mr. Henset. We have programed it, and I do not know whether 
it has gone forward in the reservation ; I think it has. 

Mr. Suaw. Yes. 

Mr. Passman. It is in the reservation category ? 

Mr. Hensex. Yes. I do not think the offshore procurement—— 

Mr. PassmMan. The item you just mentioned is tate 

Mr. Henset. Yes. That is under reserve. 

You see, this is one of the problems we have all of the time; we 
make a presentation of an illustrative program, on assumed needs 
and if we do not get the money, then we take what we have available 
and do the best we can. 

(Discussion off the record.) 

Mr. Henset. Of bombs. 

Mr. Wicoeieswortn. And equipment. 
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Mr. Henseu. I think that has been placed. I will have to check 
on that item. I do not know whether that has been allocated to 
reserve or not. 

Mr. Suaw. We will have to check that; I do not know whether that 
has been allocated for offshore procurement. 

Mr. Hensex. It cannot be under reservation, Mr. Wigglesworth, 
because, you see, we utilize their services as our agent for offshore 
procurement, and the most we can do is to direct them to do it, and 
we have to find out whether they have done it or not. 

Mr. WiceLeswortu. Off the record. 

(Off-the-record discussion. ) 

Mr. Henset. And I say also there is the need. We do have the firm 
views of the highest military authorities that the British contribution 
to the defense of NATO is essential. 

(Discussion off the record.) 

Mr. Hensev. I cannot pose as a British expert; whether they would 
feel they can tighten up their belts further and make provision, I do 
not honestly know. There is no doubt that Great Britain is contribut- 
ing a large portion of its gross national production to defense, includ 
ing this 1tem. 

Mr. PassMAN. Would we not be safe if we live up to our firm com- 
mitments, such as we recognize as commitments, and deny what we do 
not feel is a firm commitment ? 

Mr. Henset. When I say firm commitment, I mean a commitment 
subject to congressional action; what I believe it was, Mr. Wilson told 
them that he would request from the Congress the additional money. 

Now, that much of the commitment he, of course, has discharged. 

Mr. Passman. The obligation he has discharged is not a firm com- 
mitment of the Congress. 

Mr. Henset. No, that is quite right. I want to make it clear that 
it is subject to congressional action. He has done his job and he has 
presented it. 

Mr. Wieeieswortrn. There is no real obligation as yet. It is in the 
hands of the Congress. 

Mr. Hensev. That isright. And let me say this, Mr. Chairman, in 
connection with one of the problems we face under our system: I do 
not regard any commitment as being firm until Congress has approved 
it. I do not think there is any way we can make a legally firm com- 
mitment, no matter what we say, we can get ourselves in a great deal 
of embarrassment by not continuing to mention the fact that Congress 
may veto, or it may change its mind, or it may modify, so I do not think 
there is any such thing as a firm commitment until Congress acts. 
think, however, some comitments are constantly expressed with that 
permission of Congress being implied; rather than expressly stated, 
whereas in Mr. Wilson’s statement, he did not say, “I will give it to you 
unless Congress objects.” The only commitment he made was, “I will 
present it to the Congress,” which he has done. He did that last year 
and I am doing it for this year. 


* 


SOURCE OF FUNDS FOR PROGRAM IN PREVIOUS YEARS 


Mr. Passman, Mr. Secretary, if we may back up there a moment, 
we referred to the $524.8 million as a new phase of this program, but 
644185512 
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the detailed information refers to supporting funds on the programs 
we have provided funds for in the past. I wonder if we may have q 
little clearer explanation as to where you got these funds in the past, 
Since the matter has been brought up about this program, in effect 
it is not anew program, but is it not just a new name? 

Mr. Henset. I do not want to get mixed up in syllabics, Mr. Chair. 
man, I would not say it is a new program. It is hard to say when a 
program begins and when a program ends. 

Mr. Passman. I am speaking of the overall, Mr. Secretary, the 
$524.8 million that you referred to as the new program; and I just 
wanted to the record to be clear as to whether it is considered by you 
as a new program. 

Mr. Henseu. I hope I did not say it was a new program. 

Mr. Passman. I think that was the impression given to the com- 
mittee. 

Mr. Hensev. Well, am sorry if I left that impression. I will put 
it this way: It is a new commitment for work; in the money end, no 
previous provision has been made. I told you that we had programs 
with all of these countries, and that if you wanted to look at this as 
a continuing program, that was quite all right, then we can go through 
with it. 

(Discussion off the record.) 

Where did the provision come before? The provision came 
through appropriations that were made by Congress. 

Mr. Taser. With reference to this particular item, there was an 
authorization in the legislative bill last year for $35 million for this 
purpose. That was the appropriation that was carried in the final 
appropriation bill. 

Mr. Hensext. You are thinking of the FOA, are you not; not this 
program ? 

Mr. Taser. I am thinking of this program. 

Mr. Hensev. I would have to check that. 

Mr. Taper. I have just checked it. 

Mr. Hensev. An authorization of $35 million ? 

Mr. Taser. That was in the mutual-security appropriation, and 
it was production for forces support, manufacturing in the United 
Kingdom, $35 million. That is what was in the final act. There 
was nothing in the House. 

Mr. Hensex. That is not included in the military-assistance pro- 
gram. That is direct forces support. That would be budgetary sup- 
port and would not be anything toward this item. 

Mr. Taser. It would not be this item ? 

Mr. Hensex. No, sir. My understanding is that there is no spe- 
cific authorization, or appropriation directed toward this item in 
any of the earlier military-assistance programs. You see, our normal 
way is this: You give us a certain amount on an area basis. You 
have not specified items or disapproved items. We presented a need 
of $—— when we presented the illustrative program, but we did not 
get all the money we expected to get. We lost more from the change 
in definition of obligations, and what we programed was $——. That 
is all the money we thought we had available. 

(Discussion off the record.) 
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PAKISTAN 


Mr. Passman. Mr. Secretary, this item of $—— for Pakistan for 
1956, how does that compare with the amount we gave them last year, 
the last fiscal year ? 

Mr. Henseu. It is increasing. I will give you the deliveries. I 
think since these are not planned to be delivered until 1956, it is better 
tocompare it with the amounts programed. 

Mr. Passman. Could we just have the amount obligated, or the 
amount programed, either one? 

Mr. Hensew. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Secretary, would you like to complete your 
explanation of the other two items? 

Mr. Hense. Yes. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

) just want to emphasize there that I have tried to cut this as close to 
the bone for the fiscal year 1956 as I can, and that any loss of money I 
counted on for earlier programs makes all my comments subject to 
modification, and really just a hope and desire rather than any firm 
opinion as to what can be accomplished. 

I say that just in case later on some question after I am gone is 
raised—he said he would be able to do so-and-so. All my statements 
ure on the assumption the money previously appropr iated will remain 
available to us, and I now have serious doubts after the action of the 
House Foreign Affairs Committee last night. 

Mr. Passman. The Secretary has now covered the six items in this 
category. 

(Diseussion off the record.) 


ADEQUACY OF FUNDS FOR PROGRAM 


Mr. Passman. Under the provisions of the law, does not the Presi- 
dent have the right to transfer some of the total program, from one 
program to another? 

Mr. Hensext. The problem is from which program do you take it 
away. We have not presented any programs to you that we did not 
think were urgent. 

Mr. Passman. A very large amount of the unobligated funds is 
reservations, and with these appropriations you shoul d find it some- 
where. That is a small amount compared to the overall program. 

Mr. Hensev. Here is the fix that I find myself in: Everything is a 
small amount except the camel’s back is so completely loaded I do 
not know what is going to happen. I told you on my basis, assuming 
that we could keep all the money we have, we have programs that 
called for $216 million more than we had money. Now, if the House 
Foreign Affairs Committee action continues, I have programs of $600 
million to $700 million more than I have money. 

Now, you ask me then to face the problem of cutting down all my 
programs to squeeze $600 million or $700 million out of it, and an addi- 
tional $25 million, you can see that I feel as I do toward my successor 
in office. It isno problem to me, for I will not be here. 





174 


Mr. PassMan. Has it not been true in the past that there have bee) 
certain reductions made in this program and you were able to carry 
on?’ If I recall, we have never allowed you the entire amount requested, 

Mr. Henseu. I know. I realize that. Maybe I should have come jn 
with a trading figure. 

Mr. Passman. I am not suggesting a trading figure, but from listen- 
ing to your statement one is bound to get the impression this thing js 
so airtight that just any small reduction will cripple it. 

Mr. Henseu. I do not want to tell you it is airtight. I think that | 
said earlier to you that with these new statistical systems I believe we 
will develop deliberate excesses. I believe we will develop excesses 
in the programs to be delivered. The whole trouble is that we are 
faced with these things, and they come—bing! bing! bing !—just like 
that. You lose the money, or you have an immediate demand and you 
never have time to do it intelligently. The reason that we cut our 
request this year down to $1,400 million. when we thought we had $' 
billion of needs, was that we thought we could do an orderly job. Now 
I am not sure we will if we have to do everything on a crash program. 

Mr. Passman. May I ask you at this point what determination has 
been made on the losses on section 1311? 

Mr. Hensev. $228 million. 

Mr. Passman. May I make a further observation at this point! 
Had Turkey been able to absorb our aid last year, then they would 
have gotten the full request as per your original program; is that 
not so? 

Mr. Henset. If we had had the money to do it. 

Mr. Passman. I thought that you said earlier in your statement 
that Turkey was not able to chosels 

Mr. Henset. I think both statements are true, but you asked me if 
they had been able to absorb they would have gotten it. The answer 
is “No,” we did not have the money to give to them. 


PROGRAM FOR SPAIN 


Mr. Narcuer. Mr. Secretary, of the $—— for Spain, how much 
does that leave you for the airbases? 

Mr. Henset. There is no connection between those two figures, Mr. 
Natcher. The airbases that we are building there are financed by the 
Air Force. 

Mr. Natroner. What I have in mind, Mr. Secretary, is the $—— of 
our military assistance commitments for the fiscal year 1956 for Spain. 
This amount goes to Spain. Is that correct? 

Mr. Hensex. That is right; to the Spanish. 

Mr. Natcuer. To the Spanish, and that is to be applied upon the 
$—— that we have obligated ourselves for airbases ? 

Mr. Hensev. No, sir. We are paying the Spanish for the airbases. 
The cost to construct the airbases is all in addition. 

Mr. Natrcuer. How much do we owe after the payment of the 
2 

Mr. Henset. $——. 

Mr. Narcuer. $—— remains to be paid? 

Mr. Hensen. Out of the $—— commitment which we believe can be 

deferred to 1957. 
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LOSSES UNDER SECTION t511 


Mr. Passman. May I make a brief statement at this point? It will 
not be necessary to elaborate. I think we all understand it quite well. 
You are losing $272 million less than you anticipated when you came 
before the committee the other day, are you not ? 

Mr. Hensex. By virtue of this? 

Mr. Passman. You are in effect recapturing $272 million that you 
lid not expect to recapture when you first came before the committee ? 

Mr. Hensex. That is not quite right, sir. We were told we would 
have to reduce. 

Mr. PassMAN. But on the basis of the original statement ? 

Mr. Henseu. Yes. I think it comes out much the same. When we 
made this up, we assumed we had lost $500 million. 

Mr. PassmAn. You are losing $272 million less than what you 
thought you would lose when you made this up. 

Mr. Suaw. That is right. 


RECOVERY OF EQUIPMENT IN INDOCHINA 


Mr. Den'ron. I read in the paper last night that the United States 
Government expects to recover $100 million worth of equipment that 
they sent into Indochina at the time of the crisis, and probably we, 
will get back more. 

Is that the property that we gave under this heading, “Commit- 
ments” ? 

Mr. Hensev. It is not included in anything here. Let me say this: 
The article was a surprise as to the timing. 

(Discussion off the record.) 

Mr. Henset. We were successful in recovering all the recoverable 
equipment from North Vietnam. Some of the small arms disap- 
peared, but we were very successful. 

In the latter part of last year and the early part of this year we 
have had an inventory made by General O’Daniel to find out what he 
could find on hand. We finally got it completed, which was a difficult 
job, and then came the problem of matching that against the forces 
that were there. 

(Diseussion off the record.) 

Mr. Hensev. We are endeavoring to reapportion that, and I empha- 
size that equipment that is useful in one place may not be what they 
need in another place. You might have an excess of eggbeaters at 
me place and what they need at another place may not be eggbeaters 
but frying pans. 

_ You remember in March and April it looked like fighting was 
imminent on Formosa. In fact, one fighting man expressed his opin- 
ion as thinking it was extremely imminent. I was coming back from 
the Bangkok Conference at the time. The question was, What do you 
really need in case you are attacked? We did take some—I cannot 
give you now the exact amount—but we did get some out of South 
Vietnam. We expect to use all of that. It is my honest belief that 
if we can go on in an orderly fashion and complete this study of 
requirements in the various countries on a time phase basis, we will 
develop considerable excesses in countries in Europe and other coun- 
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tries. I think also we will find out there is a good deal in the progray 
that is excess. 

Let me define what I mean by excess, It is not equipment that can. 
not be used, but equipment that was delivered ahead of the forces 
being there ready to use it. I do not think we should have any equip. 
ment sitting around in the warehouses when we have all this need for 
it in other countries, and I want to redistribute it. 

I will not be able to give Congress, unfortunately, the final answer t» 
that question until several months have passed, bier it is a com. 

licated one. We did not get agreement on the forms until some time 
im March. Most of the returns are in and are being analyzed. To the 
extent men in the field advise us they do not need equipment, we wil! 
not send it. 

We are having some trouble getting excesses returned from some 
countries, but I think we can work that out. 

Mr. Denton. Can you give us any estimate of how much that 
would be? 

Mr. Henseu. I cannot and I would hate to do it for fear it would 
haunt me afterward. 

Instead of asking for $3 billion or something that we knew we had 
need for, we put this down at $1.4 billion in the hope it would give 
us a breather and we would be able to meet the crash demands this 
year while we were thoroughly analyzing the program. 

Let me say this: If you do not give me any money, we would get 
along, but it would take violent rearrangements. What we would have 
to do would be to lay to one side this more orderly arrangement and 
try to meet the crisis demand, and on a crisis basis if you discard an 
orderly program it is almost impossible administratively to get that 
seriously reconsidered again. 

I urge that if you approve the general system, next year we will be 
able to present to you not only a full analysis of the program but a 
plan to show where we plan to go in the different countries. There 
will always be a certain amount of crash and a certain amount of 
crisis. The $145 million is gone. 

Mr. PassMan. We went somewhat into detail on the $145 million 
some time ago, so it would do no good to go into that again, would it? 

Mr. Hensev. I might say this, as to the $145 million, no; because 
it is in the Senate bill, that authorization bill, and that might be put 
back. I am more disturbed about the possible loss of unobligated 
money, because by a quirk of luck the amount is the same in both 
the Senate and House bills. At the time of the Senate bill we thought 
we would get the allocation. The Senate gave us $200 million to 
play with. The House Foreign Affairs, knowing we would not be 
able to obligate $620 million, nevertheless left the language the same 
as the Senate bill. I am not enough of a parliamentarian to know if 
it can be raised in conference or not. 

Mr. Denton. About those different agreements, I understand they 
were made by the Defense Department or there was some informal 
understanding. 

Mr. Hensex. They were made by different departments. 

(Discussion off the record.) 

Mr. Denton. Of course these agreements run several years? 

Mr. Hensex. Yes. 
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Mr. Denton. And I understand you have not reserved the funds to 
carry out the complete agreements, but you ask for an appropriation 
each year to take care of the installments? 

Mr. Hense. That is right. 


REASON FOR UNOBLIGATED BALANCES 


Mr. Denton. I have asked this question many times and I still do 
not understand it. I have been worrying about this big balance that 
iscarried over, and I understood that Governor Stassen used Pakistan 
as an example why they had to do it, which was that it took 3 or 4 years 
to carry out the program of training their Air Corps. We find the 
same thing here under commitments, III, and such commitments ITI 
we feel is not a case where there is a reserve for this program. What 
is worrying me, I notice on this paper I have been given, $6.9 billion 
as an unexpended balance for materials, spart parts and equipment, 
which I presume includes this item, “commitments.” Is that right? 

Mr. Henseut. I am not sure I got the exact question. You really 
asked two questions. 

Let me take your first question on Pakistan. I do not want to com- 
ment on what Mr. Stassen said, because so many times I think it is 
one of the things that lead to confusion; a witness is testifying to a 
different phase ‘of the program. I am confining my talk to military 
assistance. Let me turn to Pakistan and explain to you the approach 
of our team. 

If you will turn to page 119 in this large book you will get the 
figures on what we had previously laid out as the program in prior 
years to accomplish as a start in that $———— commitment. 

You will notice that the figures are just the same as I used in my 
testimony. That is all part of the $———, and the only amount that 
is in that unexpended balance that refers to Pakistan is the $— 
to be accomplished on January 31. On January 31 we had made very 
little headway in our Pakistan program. 

The next installment of the $———— that we have asked for to make 
provision in 1956 of $———— ae in addition to that $- , and to the 
extent you have a large, unexpended balance, the only thing for 
Pakistan is the $———,, and this $———— is in addition if we are to 
carry out this year’s slice of the $———— total commitment. 

As to all the programs that account for this $6.9 billion, if you 
will turn to page 3 

Mr. Denton. Here is my difficulty with that. You have that 
broken down one way and you have been talking to us from a chart 
where it is broken down in another way, and it is hard for me to put 
the two together. I think Congress ought to have some check on 
what is being spent in order to act intelligently. 

Mr. Henset. The information is here. It is, unfortunately, not 
stated the way I would like it to be to answer your particular ques- 
tion. If you will turn to page 1 of this book where we do show the 
total programs on an area and a country basis—do you see that on 
page 1? 

Mr. Denton. Yes. 

Mr. Hensev. Take, for instance, Pakistan. The total program 
is $—___, If you turn to Pakistan you would see how much re- 
mains to be accomplished and how much has been accomplished. 
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Mr. Denton. You consider it accomplished when it is reserved fo; 
that purpose / 

Mr. Hensevt. No, when it is delivered. That is expended. . The un. 
expended balance is the to-be-accomplished. If we take another shee 
and take page 1 and set out opposite each country what is to be accon 
plished on that date, it will add up not to the $6.9 billion, which is of , 
later date 

Mr. Forp. Will the gentleman yield? 

Mr. Denon. Yes. 

Mr. Henset. What Mr. Denton would like to see is to see it on 4 
country basis. I think that is your major problem? 

Mr. Denon. Country and project basis. Yes. 

Mr. Hensew. Project basis, we have it. If you will turn to page 6 
you have your $6.9 billion on the upper right-hand corner. [f you 
follow that last column down in dollars and column 10 in quantities, 
you will see all the items which we intend to get for the Army. 

If you follow it down on page 7 you will see it all for the Navy ani 
on page 8 for the Air Force. 

So we do have a very detailed statement as to what we plan to use 
that for in terms of equipment, but I do not find it offhand on a country 
basis except by turning to each individual page, and I think it might 
give you a more graphic presentation if we did it on a country basis, 

Mr. Denton. It would be helpful to me. I do not know about any. 
body else. 

Mr. Henset. I could do it. 

If you take France, you have $——— on page 1, and if you tum 
to page 31, the tab France, you will see it corresponds to the top 
igure in column 2. We have carried out $———— and $————- remains 
to be done by France. 

Mr. Wiee_eswortn. What page is that? 

Mr. Henseu. Page 31. 

Then if you turn to page 32 and following you will see the same 
detail on an item basis of what remains to be done which will account 
for $————- instead of $————- because $——— is for training and we 
have only carried it for the material items. 

I think what you would like would be for me to take this 
$7,779,830,000 and set it up on a sheet with “To be accomplished” 
opposite each country. 

Mr. Denton. Yes. 

Mr. Hensex. We will be delighted to do that. 

(The information was submitted to the committee. ) 





MEANING OF “TO BE ACCOMPLISHED” 


Mr. Fernanpez. The term “to be accomplished” means to be accom: 
plished with appropriations so far made? 

Mr. Hensev. It means in fact we have expended it. We look at the 
deliveries. Occasionally a little amount may be expended in advance 
of delivery. This “to be accomplished” cannot be done if we do not 
have the money available. You say all the money has been appro- 
priated. It has, but some of it would be carried forward. We were 
$216 million short. 

Mr. Frernanvez. If we keep lapsing some of this money 

Mr. Henset. I have to make some changes. 
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Mr. FerNanvez. Then this “to be accomplished” does not in fact 
mean very much. 

Mr. Passman. Accomplished is goods delivered ? 

Mr. Hensev. Yes. 

Mr. Passman. And “to be accomplished” means carrying out the 
planned program, and it may go on 2 or 3 or 4 years? 

Mr. Hensex. It means using up the money. 

Mr. Passman. To be accomplished ? 

Mr. Hensen. Yes. 

(Discussion off the record.) 

Mr. Hensexu. That is not in the “to be accomplished.” 

Mr. Passman. Accomplished is material delivered, and “to be 
accomplished” is carryovers, reservations, and new money ? 

Mr. Hensext. Not new money. 

Mr. Forp. “To be accomplished” means funds that have been made 
available, made up of two things: (1) Actual obligations; and (2) 
reservations ¢ 

Mr. Hensew. Yes. 

I think I have a chart that would show that. In this book what 
I was trying to do was render an accounting for the money you had 
already appropriated to me. Where it had been spent I wanted to 
show what it had been spent for. All of the needs for fiscal 1956 
were based on the assumption this would be carried out. 

Mr. Wiactesworrn. I think you have testified the figures “to be 
accomplished” may in many instances conceivably be reduced ? 

Mr. Henset. Yes. 

Here we have laid out the French program and all these figures 
will total up to the $———.._ This is as of January 31; $———— has 
been spent and equipment delivered and training had. 

Assuming our unexpended balance as of this very minute, this is 
what we plan to.do with respect to France. This is what we expect 
to do with respect to Italy. This is what we have done. 

You can go all the way down through with that [indicating on 
chart]. 

Mr. Denton. If we gave you any leeway to transfer any of these 
funds, would it help you? 

Mr. PassmAn. He has that by law. 

Mr. Hensex. We have that by law. My problem is, which ones do 
Icut? Obviously the intelligent way is to study each one. This hap- 
pens every year. We lose a certain amount of money so we have to 
restudy each one and we get the restudy done by about December, and 
then when I or the next fellow comes in to explain it we are told by 
Congress, “We gave you the money. Why did you not spend it?” 

Our reprograming and the confusion under which we are operating 
means we are very lucky if we get anything off before April. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Henset. What I tried to emphasize, Mr. Chairman, is that we 
are going through that and I honestly believe that substantial excesses 
will turn up in delivered amounts. I do think it is a little hard for 
me to walk the tight rope with somebody always whipping me, and 
Thave a crash program. 

Mr. Passman. At least it brings up a lot of detail on reprograming. 
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Mr. Hensev. That is right. I honestly think when we complete ths 
study of material requirements on a time-phase basis, we will hay 
something pretty firm to talk fo you about. I had hoped that if jw 
showed our worth by not spending too much money this year, some. 
body would not throw the egg in the middle of the fan next year, | 
will be able to save some money, but I cannot tell you how much ye 
and I cannot tell you where. The plea is to give me and my successor 
a chance to find it out. 

Mr. Passman. You really believe you will save some money out 
of that overall program ? 

Mr. Henset. Yes. 

Mr. Taper. May I ask a question ? 

Mr. Passman. Are you through, Mr. Denton ? 

Mr. Denton. Yes. 


UNEXPENDED AND “TO BE ACCOMPLISHED” BALANCES 


Mr. Taser. I have this sheet that was furnished yesterday indicating 
an unexpended balance at the end of the year of $5,133 million, and 
you have a request for an appropriation of $1.4 billion. If you get 
that, the total would be $6,533 million. 

Mr. Henset. We do not check any of the figures. 

Mr. Taser. That is the unexpended balance. 

Mr. Hensev. That is at the end of fiscal 1956. 

Mr. Taser. At the end of fiscal 1956 you have $6.7 billion ? 

Mr. Henseu. Yes, that is right as of 30 June 1955. 

Mr. Taper. And you have the $1.4 billion to add to it? 

Mr. Hensev. That is right. That is shown in line 3 of the next 
column. 

Mr. Taser. Now I turn to page 4 of the big book, and this is the 
worldwide picture, and up at the top in the column “To be accom: 
plished” you have $7,779,830,000. 

Mr. Henseu. Yes, sir. 

Mr. Taner. That would leave you approximately $400 million 
above your “To be accomplished” column, although that was as of 
January 1955 rather than a current date. 

I am wondering if there is any place where that $7,779 million is 
broken down by countries? 

Mr. Hensex. $7,779 million? 

Mr. Taner. Yes. 

Mr. Henset. The only place it is broken down is on that chart that 
IT have. I will get you another chart where it is broken down by 
countries. It is all in here, but I do not have it on a single sheet. 

Mr. Taser. I notice that in the French program that you wer 
looking at it shows $———. 

Mr. Henset. Still to be accomplished. 

Mr. Taper. Still to be accomplished. 

Mr. Henset. That is right. 

Mr. Taser. And your German sheet shows $———— to be accom- 
plished. 

Mr. Hensex. May I explain the German? 

(Discussion off the record.) 

Mr. Taser. Now we turn to United Kingdom, $———. 
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Mr. Hensev. You can see it graphically right here [indicating]. 
-- Taper. What about the Far East? Do you have a chart for 


-- Hensex. This is the Near East. The Far East is here [indi- 
cating]. 

Mr. Taser. What does the chart for the Near East show? 

Mr. Hensex. It shows Turkey $——— as of January 31, $——— 
still to be accomplished. 

Pakistan, Iraq, and Ethiopia are in a slightly different scale because 
the amounts are so small. 

Mr. Taner. I wonder if we could not have that picture on one sheet 
showing what each country has to be accomplished ¢ 

Mr. Hensex. Yes, sir. We have already agreed to supply that. 

Mr. Taser. You have? 

Mr. Henseu. Yes, sir. I think it would be better if we gave you 
figures rather than all bar charts. 

“Mr. Taper. I think if we get figures we are better off. 

Mr. Henset. We will show it to you in figures. The detail is 
all here, it is merely a matter of pulling it out and putting it on one 
sheet. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Secretary, we will recess for about 5 minutes to 
answer that rollcall. 

(Short recess. ) 

Mr. WieeteswortH. Mr. Chairman, as I understand it, this table to 
which Mr. Taber has just referred has already been inserted in the 
record; has it not ? 

Mr. Hensex. That is our thought of it. 

Mr. WiceLEeswortH. And in that connection, I believe you were 
going to furnish a breakdown of the reservation at the end of fiscal 
1955. Do you have that available? 

Mr. Comer. Yes. 

Mr. WiecteswortH. That has been submitted ? 

Mr. Hensex. Yes. 

(Discussion off the record.) 

Mr. Hensex. Over and above what is in this program, that is pro- 
gramed. 

Mr. Wiaciesworrn. Your request, in effect, completes one-quarter 
of the estimated program still to be done ? 

Mr. Henseu. It is a plan to live up to the first one-quarter of this 
extra program ; that is, we said we would do our best to do it. 

Mr. WiceLeswortH. There is no request here beyond that first 
quarter ? 

Mr. Hensex. No. 

Mr. Forp. Off the record. 

(Off the record discussion. ) 

Mr. Forp. I would suggest, Mr. Chairman, that certainly prior to 
the time we mark up the bill that we should have the latest estimated 
recapitulation of the items in the legislative bill. 

Mr. Passman. We expect to have that information, Mr. Ford. 

Mr. Forp. That is all I have, Mr. Chairman. 
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Mr. Wice.eswortn. Mr. Secretary, as I understand it, you are to ge 
for Mr. Taber, for the record, a table showing the amount still to kk 
accomplished by individual countries? Mr. Taber requests in that 
connection that you also show in those tables the amount of-the: total; 
to be accomplished that is obligated, and also the amounts, if any, of 
deobligations and increases, during the fiscal year 1955. 

Mr. Suaw. Mr. Wigglesworth, that is practically impossible, be- 
cause the orders are placed on a worldwide basis. We can give you the 
information on a worldwide basis, but it is most difficult to break it 
down on a country basis. 

Mr. Wiccrieswortn. You cannot give us the amount of obligations 
by countries ? 

Mr. Suaw. It would bea very arbitrary estimate. 

Mr. Hensexv. We do not obligate on a country basis, Mr. Wiggle: 
worth, so far as obligations are concerned; it is an overall program, 

Mr. Suaw. We can show the deliveries, and submit a report showing 
approximately the difference between the deliveries and the reported 
expenditures. There would be an additional obligation on record for 
those items which have not yet been delivered, but they are ordered on 
a worldwide basis, and it would be impossible to tell you by countries 
how much is obligated but unexpended. 

Mr. Wiccieswortn. It can not be shown by obligations or amounts 
not obligated on a country basis? 

Mr. Suaw. No. We could give you a percentage estimate, a break- 
down by percentages, but that would be quite arbitrary. 

Mr. Wiccreswortn. The Secretary has already indicated that th: 
figures on items to be accomplished are subject to change. Do you not 
have figures by country that will tell us what changes have been made 
in fiscal 1955, upward or downward ? 

Mr. Suaw. I think we can give you the program changes, if there is 
to be a change in the destination in the delivered items. That will be 
reflected as a reported change. 

Mr. Hensev. But not on a countrywide basis? 

Mr. Passman. On a worldwide basis. 

Mr. Hensev. Yes. We do not run the obligations on a country basis. 

Mr. Taper. All right, I have the deliveries. I do not care about 
that other information. 

(Off the record discussion. ) 

Mr. Passman. Anything further, Mr. Taber? 


DEOBLIGATIONS DURING 1955 


Mr. Taser. Can you tell me how much was deobligated in the fiscal 
year 1955? 

Mr. Suaw. For transfer and service appropriations ? 

Mr. Taser. For any purpose. 

Mr. Suaw. Wecan provide that information. Wecan now. 

Mr. Taser. I do not care about that, country by country.» What | 
want is the total figure, showing what was deobligated through the 
fiscal year 1955, for any reason whatsoever, and I do not care what tt 
was. 

Mr. Suaw. Yes. 

Mr. Taser. In the fiscal year 1955. 

Mr. Suaw. Yes. 
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Mr. PassMAN. That will be furnished ? 

Mr. SHaw. Immediatel 

(The information may be found on p. 259.) 

Mr. Taper. And.also it will show the amount that was added to 
the amount available for obligation. These items would be added to 
the amount available for obligation. 

Mr. Suaw. Or reserve. 

Mr. Taper. Yes. 

Mr. SuHaw. Under section 110. 


Prosgects ror LMPpROVEMENT 


Mr. Passman. Under section 4 project for improvement we have 
mutual, weapons development for $50 million and facilities assistance, 
$20 million. Do you want to discuss those individually, Mr. Secretary ? 

Mr. Henseu. Yes. 


MUTUAL WEAPONS DEVELOPMENT 


Mr. Passman. First discuss the “Mutual weapons development,” if 
you will. 

Mr. Henseu. This program was started in fiscal year 1954 and con- 
tinued in 1955. It is an important one, as I think was recognized by 
the Congress in the conference report on the Mutual Security Act of 
1954, which dealt with the fiscal year 1955. It was the primary object 
to accelerate the development of new weapons in Europe for NATO. 

s a byproduct of the program, those developments were also made 
available for the use of the United States if desired. And I might 
say, there have been no special appropriations for this item; it has 
been programed out of the general fund. To date, approximately $26 
million has been obligated for that ; $25 million more has been author- 
ized by us for approved projects and those projects are now under 
negotiation. Further projects involving United States costs of about 
$15 million have been recommended by a team of experts in Europe 
now, and are being analyzed. It is our belief that an additional $50 
million can be advantageously used in the fiscal year 1956 for this 
program. 

To date, these mutual weapons agreements have been negotiated 
directly on a government to government basis, and it is believed that 
that policy should be continued in general, but it may be desirable in 
certain instances to make it directly with the people concerned. How- 
ever, these also must provide for essential byproduct advantages 
which make them also available for the United States forces if the 
need should arise, as well as for the NATO forces. 

Western Europe possesses a remarkable potential of scientists who 
are capable of new weapons development. Responsible United States 
scientists who have studied the subject report that, in the aggregate, 
the European scientific ability capable of the development of new 
weapons is equal and may well exceed that of the United States. Only 
in England is such potential now being reasonably and adequately 
used, 

(Discussion off the record.) 
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Today the most striking fact in connection with the defense of the 
NATO areas, as well as the United States, is the unbelievable rapiq 
development of destructive power and the adaptability of ney 
weapons that have occurred over the past several years. For military 
assistance to be effective, not only must we depend upon present 
weapons, but must place more emphasis upon the development of 
weapons that may be expected to be used 5 or 10 years ahead. This 
need is underlined by the present military concept of weapons. 

Mr. Henseu. Effective utilization of this military inventive capac. 
ity in Europe would also indirectly be of real assistance to our Armed 
Forces. This conclusion is supported by the fact that a very large 
part of the new weapons development in World War IT was of Euro. 
pean origin. We have taken advantage of that in the following way: 
During 1954, we set up a mutual weapons development team as a part 
of our defense advisory committee USIUS—that is, United States 
regional organization in the office of the Ambassador to the North 
Atlantic Council. 

Acting under the general policy guidance of the Assistant Secretary 
of Defense for Research and Development—that is Don Quarles— 
the teams investigated prominent weapons developments, in the pri- 
mary NATO nations. The team’s recommendation of projects to be 
financed by MDAP after review and approval by Assistant Secretary 
Quarles in the main approved by the President, and the progress of 
the program, was commended by him. 

When the projects were approved, agreements were then made on 
which the most promising weapon developments were accelerated 
through the assistance of some of these funds. 

Nineteen million dollars was obligated in fiscal year 1954. I told 
you there had been a total of $25 million; that was for the first year 
it was operated. 

The progress of the work under these projects is being monitored 
by the three armed services and by the mutual weapons development 
team (MWDP). 

A second review of the European development was made this year, 
and further projects are in process of study. For instance, I could 
mention SHAPE—Supreme Allied Command—felt the need for a 
very light fighter aircraft for close support of troops, which could 
take off and land on a limited space and would not be dependent upon 
airfields that might be destroyed by nuclear bombs. We did not have 
any such bases. 

The development weapons team, with technical advice from the 
United States Air Force, investigated the European capability for 
this development plan and agreements are now under negotiatior. 

( Discussion off the record.) 

These small planes will weigh only about one-third of the smallest 
United States Air Force plane, and they will be relatively inexpensive 
to purchase and operate, and they would be especially adapted to Euro- 
pean battlefield conditions, and they will meet an acute need, which 
we have had no way to fill ourselves. I do not believe we would have 
been able to get anything like this if we had not had this program. 

Now, we have had a great deal of worry about defense for our cities, 
but we have quite a different problem in the United States, where 
we are given at least an hour’s warning, or more. They are faced 
with the problem of 10 to 20 minutes. They plan an entirely new 
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approach ; this weapons team made a suggestion that we set up a new 
SHAPE Air Defense Technical Center at The Hague. The purpose 
of this is to develop with the cooperation of the NATO nations’ scien- 
tists, an integrated early warning system for the NATO areas. 

(Discussion off the record.) 

We can see the need for that and, if this is successful, and we find 
out just what the system is going to be, we know it is going to run 
into a very substantial amount of money. 

(Discussion off the record.) 

Some progress is adso being achieved in making available for Euro- 
pean use the United States Armed Forces own weapons development. 
We spoke yesterday about the limitations on security and that phase 
of this program has been restricted. 

(Discussion off the record. ) 

This program is less than 2 years old, and I would not want to be 
so rash as to predict the end result, because any time you try to pre- 
dict the end result of research and development you end up somewhere 
in between the difficult and the impossible. But it is our belief that 
we can satisfactorily use $50 million in the fiscal year 1956. In 1954 
we did get a separate appropriation of $50 million; we then called 
it the mutual special weapons program. In 1955 we requested $27 
million. We got no specific amount because the conference report on 
the Mutual Security Act for 1954, when considering the bill, thought 
the program was important but thought that it ought to be taken care 
of out of general appropriations. 

There was no reason for placing any limitation on the funds avail- 
able for this purpose, and I think they did not place the limitation in 
the report because it could be handled on the floor. We believe that 
this should go forward. I cannot give you a list making up the 
project, and I do not believe that anybody could at this time. 

(Discussion off the record.) 


EXPENDITURES AND OBLIGATIONS, 1955 

Mr. Passman. Mr. Secretary, what did you spend on this program 
last year @ 

Mr. Taper. You mean this year ? 

Mr. PassMAN. For the fiscal year 1955. 

Mr. Hensex. The actual obligations / 

Mr. Passman. Yes. 

Mr. SaHaw. $1.9 million. 

Mr. PassmMAn. $1.9 million ? 

Mr. Suaw. Yes. The total program to be accomplished is $60.9 
million and we had spent $1.9 million; $19.1 million of obligations, as 
of June 30, 1954, with additional obligations, as of April 30, 1955, of 
56.9 million; and it is estimated that $36.8 million will be obligated by 
the end of the fiscal year. 

Mr. Passman. Leaving an obligated balance of how much? What 
amount would be in reserve ? 

Mr. Hensev. This was a direct item. As I indicated, we did not 
get a separate appropriation for this item—we got one, only one, 
a for $50 million. We have made up the program, roughly, of $62.8 
million, 
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FACILITIES ASSISTANCE 


Mr. Passman. Mr. Secretary, for the overall assistance facilities 
what is the relationship between the two programs ? 

Mr. Hensex. We can just take it this way: That $62.8 million pro. 
gram in this mutual weapons—$26 million obligations; $36.8 million 
to be obligated by June 30, 1955, and it looks very likely that the tot] 
$62.8 million, so far as the fiscal year 1950-55 program is concerned, 
could very well be exceeded. 

Now, under the facilities assistance program, which is directed 
toward the same ultimate end, which is the strengthening of Europ, 
and it is conceived for an entirely different purpose, but it is to aid 
these countries to build the facilities that will produce the raw ma. 
terials in those countries, and it has been confined to the creation of an. 
munition production facilities. 

Mr. PassMan. These would be plant facilities, plants ? 

Mr. Hensex. And equipment. Most of the arrangements are on the 
basis of the host nation supplying the realty and the buildings, either 
new ones or available buildings that they have now. We will put in 
the equipment, we will contribute it. 

It is working out on a sort of 50-50 contribution, but we have been 
able to bring the ammunition requirements and the ammunition pro- 
ductive capacity of Europe into balance. It was out of balance be- 
tween the materials, metals, and chemicals. 

Mr. Passman. Mr. Secretary, under “Facilities assistance,” does 
that mean equipment that would go into the plants? 

Mr. Henseu. Yes. You see, we go into it on a joint basis, fund 
basis, with the foreign governments. The foreign government 
agrees to furnish the land, plus their services, some equipment and 
materials, and we agree to furnish a portion of the equipment and 
the materials, and the productive facilities thus established consti- 
tute a net addition to the capacity existing in programs in the for- 
eign countries, and the foreign countries will commit themselves to 
maintain the aggregate productive capacity thus established. The 
agreements are based, as I indicated, on a contribution of about a 
50-50 level, which is a real aid to these countries. 

Now, when this program was started in 1954, there was an attemp! 
to bring the European capacity for providing explosives into bal: 
ance with their existing capacity for material components. That 
was in the postwar time, and in the postwar trouble. 

In 1954-55, we got in there with a very high priority for inereasing 
capacity for the production of propellants, as well as production, and 
we feel that when those programs have been completed, and with the 
production and construction of these plants, and it takes quite a bit 
of time, because this is in the field where the lead time is great, with 
an average of 2 years, and sometimes longer, we will have achieved 
roughly a balance between the chemical and the metal components 
for both propellants and explosives. 

Now, some problems still remain. The engineers in the field say 
that we ought to help. They have estimated $20 million to $30 million 
in United States investment, plus an equal amount of European invest: 
ment, will be needed to complete that need. 

And when we get that done, the European ammunition production 
capacity will just about reach the normal capacity. 
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Now, we have not yet begun to appraise the desirability of assisting 
(Germany in reconstituting its ammunition industries and I do not 
yean to say it is going to be desirable that we should do it, but it is 
something that we should start on, and the desirability will depend 
argely upon their ultimate ability to do it. 

We have but scratched the surface on the establishment and open- 
ing of these structures of spare parts for maintenance work. That 
till lies ahead. And I feel, as a matter of fact, after looking over this 
information here for the potential program for the fiscal year 1956, 
that the $100 million, or $110 million, which the experts in the field 
have worked out, and we are estimating that at least $20 million could 
well be placed successfully—— 


OBLIGATIONS, 1954 AND 1955 


Mr. Passman. Mr. Secretary, what is the amount of funds you had 
available for this particular project in the fiscal year 1955 ? 

Mr. Henseu. Let me take 1954 and 1955. 

Mr. PassmMan. We would like them separate if you can give them to 
us separately. 

Mr. Henset. Well, I have taken them together. 

The obligations in 1954 were $26 million for ammunition facilities. 

Mr. Passman. The same as for assistance this year? 

Mr. Henseu. This is fiscal year 1954. In 1955 we expect to obligate 
$36 million for ammunition facilites : $1 million for maintenance facil- 
ities. Those are the amounts in Europe. 

And then we contributed $5 million to build up ROK—the Republic 
of Korea, for fiscal 1955, for a total of $68 million. 

We had an outside of $72 million estimated in the program, which 
would leave $4 million that we do not say we will obligate in the fiscal 
vear 1955. But there is under study now two projects that look most 
lesirable at the present time, and they are for cellulose and toluene 
and on each one of them if the detailed engineering analysis proves 
favorable, that will absorb the entire $4 million, and if we carry that 
forward, I would say that we will have obligated everything. 

Mr. Passman. It is your understanding that the $4 million will be 
obligated during the fiscal year 1955? 

Mr. Hensex. No, that it will not be. 

Mr. Passman. That it will not be ? 

Mr. Henset. We have under study the engineering data. In fact, 
of course, it is easy enough to obligate money. I could write a letter 
and obligate money now, so far as the obligation is concerned, but 
{ would rather wait until we have the engineering study to be sure. 
We are faced with the dilemma, whether you take the risk of losing 
the money by not going ahead and doing it. 

Mr. Passman. Mr. Rooney, we are under the items of “Mutual 
weapons development” and “Facilities assistance,” in chapter 4. Do 
vou have any questions? 


OFFSHORE PROCUREMENT OF SHIPS 


_Mr. Roonry. At the moment I do not with regard to those specific 

items, but I wonder if it would be possible to have inserted in the 

veord a statement with regard to the money used for shipbuilding 
64418—55——18 
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in foreign ports paid for out of this entire appropriation, in the cur- 
rent fiscal year, and what is proposed for the coming fiscal year, as fo 
ship construction in foreign shipyards ? 

Mr. Henset. I think we can furnish that. 

Mr. Passman. Could you make that available for us? 

Mr. Rooney. I suggest this at this point so you will have an oppor- 
tunity to get the information together. 

Mr. Henset. I think that can be done. We have not analyzed jt 
quite in that way. 

Mr. PassmMAN. You will be able to prepare yourself before we con. 
clude the hearings and mark up the bill ? 

Mr. Hensen. Yes. 


(The information referred to follows :) 
DEPARTMENT OF DEFENSE 


Mutual defense assistance program obligations for shipbuilding in United States 
and offshore procurement 


Total United States | 


$932, 392, 614 $642, 852,215 | $289, 540, 3% 


OSP 














Cumulative fiscal year 1950-55 (through Apr. 30, 1955) - - -- 
During fiscal year 1955 (through Apr. 30, 1955). _..--..-- | 




















| 

| 84, 050, 451 32, 209, 396 1, 841, 058 
During fiscal year 1954---.--.---.------------------------- 88, 575, 096 64, 335, 971 24, 239, 125 
Cumulative fiscal year 1950-53 -.-....--.------------------ 809, 767, 067 546, 306, 848 263, 460, 219 
During fecal year 1068... sececoessannqedneneoennn= 203, 012, 703 () (1) 
OU TE FOE PB ccc s antec cedis cs sdesdsndcccdcteses 431, 652, 896 (1) (1) 
Cumulative fiscal year 1950-51 - . ...-.-.-.---------- Gashinices 175, 101, 468 (1) (1) 

1 Not available. , 


Status of contracts executed for naval ships under MDAP/OSP cumulative fron 
ee of program hein Dec. 31, 1954} 








Type of ship Country of production Quantity 
Combatant: 

DE (destroyer escort)................-.- France  ceeea omens Cunkee sake ceee eee 7 

Birncedh Lobtnas SiS hae ctttetepitdaed bin cate nies ob peek 20s och hee see, 
Minecraft: 

AMC (coastal minesweeper) ------------- Pees i555. Shit. hhc ot Ae 18 

France --...- Cc discteiacgieimiia taint otal ieee orem ; 17 

a  . FREER SEALES ES PAE 2 

DON ribs Binds abs ScaehE <3. dbbk sa eden en duke | i 

OR Bik siauiche cs Sa cccinaaadl wie tee eet . A 

BONEN co ttiacch Al teh dds db obs ds ik eda tones x 

i { 

NE IIE so cee ntdeecenctaoko ue li 
III cha cata cise ele shi ainda Sekoeckanan 

BIEL. dds dcct haved nisi isibhhtsliaptekt t 

an hice wench Schaasaih at Fs siasiskontraspical el 9 

a ER RS RO ee FE RL Ee ee 3 

I es Sit dace and phi +d- capint aghdidah«aacamees 8 

oe ee ee ea ee ee 10 

MN 555 5d 5 en besdiL i Sh 5s Laks ROSE iss 6 

Dari cii tna aig deen oe liv a> aie de maeaieds eeheen . 

bar Miia th chee cee se toe dses adele ees ] 

Sain ge DERE keep duos ns eeepetsecre eel l 

PER iodchida dukmaneaet aadsaaceeedadsucsecan t 
a Pinca isc cana cave eedadiaeiat> tach 

Japan (plus bow and stern n section) Gakatcate darted 8 

Maka id iw Ss tude deaen eased eet 100 

i nai «ARE Seen eennwns 4 

EM vil aeskaeinvhtonalaetueibnanaiena PE anapehccshornssundbebadacbhswaoceebod & 

I. un ticdnntec bointnedawnaioe ae France (special military support program) _ - IS 
| 








1 No contracts for ships placed in fiscal year 1955 up to Apr. 30. 
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Mr. Passman. Mr. Fernandez. 


CONTRIBUTION OF RECIPIENT COUNTRIES TO MUTUAL 
WEAPONS DEVELOPMENT 


Mr. Fernanpez. Mr. Secretary, you spoke about the contributions 
from recipient countries with respect to the $20 million for the “Facili- 
ties assistance” item but you did not mention about contributions from 
them with respect to the “Mutual weapons development” item. Are 
there any contributors who do that? 

Mr. Hensev. Well, we generally take the mutual weapons at some 
stage in the development and bring it along. We have not worked out 
any arrangements that I know of, although I would like to check that, 
whether a country is going to have a contribution on a continuing basis, 
but there is always a certain amount of work that has gone into it. 
I know on this light fighter aircraft, I say 1 know—I know of no re- 
quests for any special country contribution. Mr. Shaw calls my at- 
tention to the fact that in this air defense technical center at the Hague, 
that the Dutch Government would supply the land. 

Mr. Fernanvez. The salaries of the scientists is to come out of this 
fund ? 

Mr. Henset. I think so, but I would like to check that if I may to 
make sure. 


DIFFERENCE BETWEEN FACILITIES ASSISTANCE AND DEFENSE SUPPORT 


Mr. Wieciteswortu. What is the difference between the facilities as- 
sistance you are talking about here and defense support ? 

Mr. Hensex. The facilities assistance is a contribution of actual 
equipment; hard goods to specific plants. As I understand, defense 
support—and Mr. Murphy can probably give you a more accurate 
definition—is the budgetary support that is generally in the form of 
credit of money. 

Mr. WiecteswortH. Could not this same work that we are talking 
about here be carried on out of defense-support funds, Mr. Murphy ’ 

Mr. Murry. Yes, I would suppose we have the legal authority to 
supply machinery under the defense-support program, and if we were 
to supply machinery that could be used in some of these factories it 
would be perfectly legal. As a practical matter, however, this kind 
of planning for military production as such has been left to the De- 
partment of Defense and financed from the military assistance appro- 
priation, 

Mr. Henset. I would like to speak firmly to this as meeting our mili 
tary needs, and it requires military experts. You do not generally find 
tmmunition experts wandering around in ordinary fields of civilian 
endeavor. I think the same is true of the maintenance shops. We are 
supplying a real military need here to back up in hard goods and con- 
crete items needed by the forces. 


STATUS OF AMMUNITION PROGRAM 


Mr. Forp. With the money that you have in the fiscal year 1955, 
and what you program for the fiscal year 1956, what kind of shape 
will the ammunition program be in? 

(Discussion off the record.) 

Mr. Hensex. That is the view of the military authorities, and we 
have made studies of the shortages of ammunition on a worldwide 
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basis. I can get it to you broken down on an area basis if you ap 
interested. 

(Discussion off the record.) 

Mr. Henset. I am not sure we could ever maintain the long, tenuoys 
line of communication that would be necessary. We have asked th 
military departments to make an estimate of what they thought w 
would need. 

In our estimate of this $1,500 million for which we have made 1 
satisfactory provision, we only set aside $145 million. I just point out 
there are needs in the military clamoring for that total $1,500 million, 

(Discussion off the record.) 

Mr. Forp. On the basis of our collective-security program, it dog 
place a burden on our own military-ammunition reserves. 

Mr. Henset. It does; there is no question about it. 

Mr. Forp. If you have the amount mentioned, it is not probable you 
would resolve that reserve problem in the fiscal year 1956 anyhow. 

Mr. Henseu. That is the reason after I added up all the figures | 
thought $145 million might help to take care of the ones that became 
critical. I am not doubting this. I am faced with the problem you 
have to take some first things first and pray that you are making 
the correct decision as to which item you Z treat ahead of the other. 
I just think there are other things that are more badly needed, and 
we can take a risk in this field. 

(Discussion off the record.) 

Mr. Passman. I believe that concludes the hearing on the military 
hase of the program. If there are no questions, the members would 
ike to ask with respect to the $145,400,000 that the legislative commit: 

tee did not authorize. That concludes the hearing. 

Mr. Taser. If he wants to give us a statement here, let us hear it. 

Mr. Hensexu. That $145 million was our estimate of a reserve to take 
care of $1,500 million of known needs. 

(Discussion off the record.) 

That, gentlemen, is the problem we face with the funds at hand. 

Mr. Denton. You could use some of the weapons that you hav 
from Indochina at Formosa. 

Mr. Hensev. That is right. That was all taken into account when! 
put $145 million on the assumption with that kitty, I could get by in 
1956. It would give me time to turn around and to shake down jus 
the things that you mention. I may develop excesses elsewhere that 
we could move into Formosa. You may be sure we will try to mov 
them wherever we can. 

Mr. Passman. Thank you, Mr. Secretary, for your appearance 
You have made a very comprehensive statement. We are grateful for 
the information and time that you have given us. 

The committee will stand adjourned until 10 o’clock tomorrow. | 


— oo 


Fripay, June 24, 1955. 
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Mr. PassMAN. The committee will come to order. 

We have with us this morning Mr. C. Burke Elbrick, Acting Assist- 
ant Secretary of State for European Affairs, and Mr. Stuart H. 
VanDyke, Acting Regional Director, Office of European Operations. 

Mr. Elbrick, do you have a general statement that you would like to 
make at this time ? 

Mr. Exsrick. I have a few remarks that I would like to make orally. 
I have nothing prepared to insert into the record. 


GENERAL STATEMENT 


I am here representing Mr. Merchant (the Assistant Secretary of 
State for European Affairs), who, unfortunately, cannot be here be- 
cause he is in San Francisco with the Secretary at the United Nations 
Conference. 

Mr. Chairman, it is really a pleasure to be able to talk to you and 
discuss this European mutual security program because it is not 
always possible for the State Department to give a congressional com- 
mittee good news. I think the present situation in Europe, while it 
still involves some uncertainties, nevertheless, is essentially improved. 


DEVELOPMENTS IN INTERNATIONAL SITUATION 


I might describe briefly some of the favorable developments that 
have occurred in recent days which I am sure you are all aware of. 

The Paris pacts which were negotiated last fall have been ratified 
with the result of restoring German sovereignty, creating the Western 
European Union, and providing German membership in NATO along 
with a substantial German military contribution. 

The Austrian State treaty which has been under painstaking 
negotiation for some 8 or 9 years, has finally been signed and has been 
ratified, as you know, by the Senate, by the Austrian Parliament, and 
ratification by France and England is expected shortly. 


IMPROVEMENT IN EUROPEAN ECONOMIC CONDITIONS 


_ There has been a great improvement in European economic condi- 
+ . . . r 
tions. The NATO political ties have been strengthened. There has 
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been a shift, of which you are all aware, in Soviet tactics, which js 
illustrated, in many ways, and particularly by the recent visit of 
Khrushchev and company to Belgrade, and the recent invitation oy 
the part of the Soviet Government to Chancellor Adenauer to come to 
Moscow. 

And finally there has been the agreement by the Soviet to a Four. 
Power meeting at the summit. 

In spite of all these favorable signs, I do not think we should be 
overoptimistic because there are still, I say, some uncertainties in this 
question. 

The future policy of the Soviet Union is, to say the least, difficult to 
predict. There is a certainty that recent Soviet moves, such as I h: ave 
just described, have been at least partially motivated by the strength 
of the West. In other words, the mutual security program, we feel, js 
paying off and it should be continued. 


MILITARY EXPENDITURES OF OUR ALLIES 


The key fact about the European program is of course that it is 
almost wholly military in character. The justification for this pro- 
gram is more defense for less money. The ability to help build allied 
forces is the justification. The allies are paying something like $3 of 
their own money for every dollar we put up for this purpose. 

Mr. WicGLeswortH. You say are paying, or have paid? 

Mr. Exsrick. They are paying, and have paid about $3 to each $1 
we have put up. 

Mr. WiacteswortH. Of the overall total since the start of the pro- 
cram ? 

Mr. Exprick. Yes, I believe that is so. 

Mr. PassMan. You mean the recipient nations are spending $3 for 
each $1 we spend ? 

Mr. Exsrick. That is correct. 

Mr. Passman. It would be perfectly natural, would it not? 

Mr. Exerick. Yes, I think it is natural. It is an encouraging sign, 
however. 

The level of aid—the aid we give them—depends on their 
own capabilities. It is always encouraging to know they have the 
capability of providing at least three- -quarters of the amount expended 
on this buildup of western defense. And the level, of course, will als 
depend upon the force goals that are mutually agreed upon by the 
North Atlantic Treaty countries. 

The main result of this MSP program in Europe, at least, is that 
there has been no war, and there have been no significant Commt- 
nist gains recently. There is a going defense sy stem with real power. 
There is a greater unity among the nations of Western Europe. Their 
economic structure has i improved, and, of course, all this has had its 
effect on Soviet policy. 


ECONOMIC AID TO EUROPE 


The 1956 request for Europe, we feel, is very moderate, and there i3 
no economic-type aid for the original N ATO countries in this program. 
PassMAN. No direct economic aid? 
Mr. Exsricx. That is right. 
Mr. Passman. There is some that could be classified economic aid, 
indirect; is there not? 
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Mr. Exsrick. In the economic aid section of this legislation there 
is no provision made for aid to any of the original NATO countries. 
There is, and I think perhaps the Defense representatives have testi- 
fied on this subject, military aid, of course. 

Mr. WieeteswortH. If I may interject, is not the $70 million here 
under the head of “Defense support’’? 

Mr. Exsricx. That is quite right. I think, however, I better clarify 
this question of “original NA'TO countries.” You see, Spain and 
Yugoslavia are not original NATO countries, nor, of course, is West 
Berlin. The only economic type aid we are requesting is for these 
areas. 

Mr. WiaeteswortH. Economic aid, but not for the original NATO 
countries ? 

Mr. Exsrickx. That is right. 

The program itself refiects the increasing European economic-aid 
capabilities, plus on the military side some material that is in the 
pipeline. 

This aid, we feel, is sufficient to support progress toward the current 
force goals, but further aid requirements will of course depend upon 
the establishment of future goals. 

Now, there are many fluid elements in the present situation in 
Europe, but we can be sure that at least the United States’ interests 
in Europe will not lessen, I think, because our security is directly 
affected by the strength of European defenses. 

We believe that the investment that has been made in European 
defense has paid many dividends. There is some further improvement 
needed. We think these policies have proved sound and we feel that 
should be carried forward. 

That is all. 

Mr. PassmAn. Mr. Van Dyke, do you have a statement that you 
would like to make at this time? 


STATEMENT OF MR. VAN DYKE, OFFICE OF EUROPEAN OPERATIONS 


Mr. Van Dyke. I have a prepared statement here which I would 
like to insert in the record. 

Mr. PassMan. Without objection, it will be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT By StuarT H. VAN Dyke, DEpuTY REGIONAL DIRECTOR, OFFICE OF 
EuROPEAN OPERATIONS, FoREIGN OPERATIONS ADMINISTRATION 


I am appearing before you today in support of the $95 million program for 
Western Europe which is being requested as part of the mutual security appro- 
priation for fiscal year 1956. Actually, we are no longer giving aid to Western 
Europe as such; what we are concerned with are three special situations—West 
Berlin, Yugoslavia, and Spain. The funds requested for these three countries 
or areas amount to $89.5 million or close to 94 percent of our program for 
Western Europe next year. The remaining $5.5 million is being requested for 
continuation of the technical exchange program. 

The extent to which our economic aid to Western Europe has declined in the 
past few years can be pointed up with a few simple figures. 

In fiscal year 1954, Europe received $588 million in new funds (excluding 
military assistance), expended $866 million during the course of the fiscal year, 
and came out with a pipeline of funds obligated but not yet spent of about $714 
million at the end of the year. 

During the current fiscal year Europe received $213 million including Pres- 
idential transfers. We expect to expend close to $600 million and will finish 
the fiscal year with about $325 million in the pipeline. For fiscal year 1956 
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our expenditures are expected to amount to about $320 million and the pipeline 
at the end of the year is expected to be about $100 million. 

Our request for new funds for fiscal year 1956 marks a further reduction 
from the current fiscal year. Two countries, which are receiving commodity aid 
this year, are not now scheduled for any such aid next fiscal year. They are 
the United Kingdom which is receiving $35 million in surplus agricultural com. 
modities as direct forces support, and Italy for which $15 million in defense 
support was allotted under the Presidential transfer authority. Those coun. 
tries which are scheduled to continue to receive aid will do so in reduced amounts. 

We are requesting a total of $40.5 million for Yugoslavia, of which $4 million 
for direct forces support will be administered by the Department of Defense 
next fiscal year; the balance of $36.5 million will be in defense support. This 
compares with a total of $43.1 million for defense and direct-forces support in 
fiscal year 1955. 

Of the $36.5 million in defense support, $1 million will be for technical ex. 
change; the balance is programed to go for surplus agricultural commodities, 
fuels—mainly coal—industrial raw materials and some capital equipment. More 
than half, however, will be agricultural commodities. The Yugoslav request is 
based on a firm executive branch position that without such aid, the Yugoslay 
Government would not be enabled to maintain its present high level of defense 
expenditures, the highest on a per capita basis of any country in Europe thus 
— Yugoslavia’s ability to maintain its independence from the Soviet 

loc. 

The request for West Berlin is for $21 million, $20 million of which are pro- 
gramed to be in the form of surplus commodities, and $1 million to carry out a 
technical exchange program in joint control areas. The local currency proceeds 
of the surplus commodity sales will go for a number of special loan and recon- 
struction programs which we are now undertaking with the Government of the 
Federal Republic to assist in the further economic rehabilitation of Berlin in 
which the United States has a special political and psychological interest. The 
$21 million requested for joint control areas compares with $25 million appro- 
priated for similar programs this fiscal year. 

In the case of Spain, we are asking for a total of $28 million of which $2 million 
will be for technical exchange, $5 million for surplus agricultural commodities 
and the balance for equipment and raw materials in the field of power, trans- 
portation, irrigation, and reclamation. In accordance with practice established 
since the beginning of the Spanish program, 70 percent of the counterpart wil! 
revert to the United States for the peseta expenses of the base construction pro- 
gram and United States administrative uses in Spain. The Spanish figure of 
$28 million must be compared in fiscal year 1955 with a total of $85 million, of 
which $30 million represents defense support, and $55 million a special appropria- 
tion for surplus agricultural commodities under section 109 of last year’s Mutual 
Security Appropriation Act. 

Finally, we are asking $5.5 million for a technical exchange program for West- 
ern Europe. We attach great importance to this program. 

Its primary justification is, of course, economic. While Western Europe has 
gained a great deal in productive strength, one of the salient facts of the post- 
war world is that the Soviet area continues to grow at an economic rate greater 
than Western Europe. It is our judgment, backed by all competent European 
authorities, that the Western Eurojiéan rate of growth can be stepped up only 
through greater economic integration and through deep-rooted changes in the 
European business system. The technical exchange program addresses itself to 
just that point. 

The program, however, has grown into something more than mere dollar assist- 
ance. To large numbers of Europeans it stands as a concrete expression of the 
United States interest not only in Europe’s political and military future but in 
the lives of its people. The program is respected, is talked about, it carries 4 
United States trademark in the best sense of the word. It has influenced change 
for the better in large numbers of business enterprises, retail and wholesale. Its 
influence is felt among the free trade unions fighting Communist-dominated labor 
organizations. Recently through the European Productivity Agency, the OPEC 
has assumed active leadership of this effort at internal change in Europe. We 
believe that continued support of the program will not only earn the United 
States a degree of good will and friendly influence quite out of proportion to its 
cost, but will also have far-reaching effects in making Western Europe a stronger 
partner in the Western Alliance. 

I might, in conclusion, mention where these funds will be spent. A total of 
$45 million out of the $95 million requested is programed to go into surplus agri- 
cultural commodities and will, in effect, reduce our stockpile of these commodities. 
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The bulk of the $5.5 million funds for technical exchange will be spent on dollar 
salaries Of United States technicians, or if study of foreign nationals in this 
country is involved, on travel and living allowances in the United States; some 
funds will also go to maintain our technical exchange program staffs. 

The balance of the $95 million will go for a wide variety of industrial raw 
materials and equipment, including coal, rail equipment, civil aviation equipment, 
and the like, the great bulk of which will be procured in the United States. 

Mr. Taper. What is your position / 

Mr. Van Dyxer. I am the deputy regional director for the Office of 

: puty reg 
European Operations, which is located in Washington. 

Mr. Taser. Your activities are in Washington / 

Mr. Van Dyxe. That is correct. 


SUMMARY OF EUROPEAN PROGRAM BY FUNCTION 


Mr. PassMAN. We will insert the page No. 3 appearing in volume 2, 
section IIT. 
(The page referred to is as follows :) 
EUROPE 
Summary of program by function 


{In millions of dollars] 


Program 


Fiscal year | 
1955 





() 


Fiscal year 
1954 
Direct forces support | 234. 0 
Defense support 221.1 | 
Other programs 


| 
| 





Total country programs other than military assistance. | 
Of which financed by loan (defense support) - 


MSP SALES SURPLUS AGRICULTURAL COMMODITIES 


1. Sales in this area o aan anes 
2, Sales proceeds programed in this area (dollar equivalent), | 


Military assistance 
Direet forces support 
Defense support 
Other programs 





' Data included in separate submission on military assistance. 
? In addition, as of Apr. 15, 1955, $12.1 million of coal financed by the coal procurement fund was extended 
to European countries in exchange for local currency credits to be used for other country programs. 
Mr. PassMan. What is the total amount you are requesting for this 
program for the fiscal year 1956 ? 
Mr. Exsrick. The total amount is $95 million. 
Mr. Passman. For Europe? 
Mr. Exrprick. Yes. 


AMOUNT AVAILABLE IN FISCAL YEAR 1956 


Mr. Passman. What was the amount you had available for this 
program last year, including the carryover and new appropriations? 

Mr. Van Dyker. The total obligations during the fiscal year 1955 
are estimated at $213,200,000. 

Mr. Passman. Total obligations? 
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Mr. Van Dyke. New money, and money carried over. 
Mr. Passman. That was the total available. Did you obligate al! 


the money # 
OBLIGATIONS 


Mr. Murpuy. That is the total program. We have actual obliga. 
tions figures as of April 30 that I can give you. Out of th 
$213 200,000 which was programed in this area for the fiscal year 
1955, on April 30 the obligations totaled $190,700,000, The difference 
between the two represents projected obligations for the months of 


May and June. 
DEFINITION OF AN OBLIGATION 


Mr. Passman. For clarification, will you state what is your under- 
standing of an obligation ? 

Mr. Van Dyke. I think probably Mr. Murphy can answer that. 

Mr. Murrny. We divide all of our program activities into tw 
general types. We call them project type programs and nonproject 
type programs. I will take them in that order. 

On project type programs we incur the obligation when we agre: 
with the country involved to undertake a specific project which is 
identifiable. For example, the establishment of a health center— 
something that you can see. And the country at the same time usually 
agrees to “undertake a part of the cost of financing that same activity. 

“Now, in that type of activity, the obligation occurs when we ac- 
tually reach agreement with the country jointly to undertake this 
activity. 

In the nonproject area, those items consist mainly of commodities: 
which we are exporting to the country which are being introduced into 
their economy usually to generate sales proceeds or counterpart cur- 
rencies, and which therefore cannot at a later point be identified 
physically. Those obligations occur when we issue the authorization 
to the other country to proceed with the purchase of commodities 
involved against the account of the United States Government. 

Mr. Passman. Do you set up an obligation at the time of the com- 
mitment, or do you wait until it is firmed up to know what a particular 
program is going to cost before you consider it an obligation ? 

Mr. Murpuy. In the former case, the project type activity, we set 
up an obligation at the time we reach an agreement with the country 
to undertake the project, and that at a later date results in actual con- 
tracts, either let by the country or perhaps let by FOA, to undertake 
the specific items. It might be procurement ; it might be construction: 
it might be a service contract. 

On the nonproject type, where the commodities are involved, the 
obligation is recorded at the time we give the country authority to pur- 
chase the commodities against our account. 


BASIS FOR OBLIGATION ESTIMATES 


Mr. Passman. How are you able to arrive at the cost of some par- 
ticular project when invitations for bids have not gone out? How 
do you arrive at the cost of a project of that type ? 

Mr. Mur rPHY. Well, we have an organization subdivision in the 
FOA which is called the Technical Services Division, and it is com- 
posed of technicians who are expert in the field of health or industry 
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pr of various other fields, and those people, together with the experts 
of other countries compute estimates of the cost of various projects, 
and those estimates that are agreed upon are used as the basis for the 


»bligation. 
EXAMPLES OF FOA OBLIGATIONS 


Mr. Passman. Let us take a specific project, the Pakistan grain stor- 
arge project, No. 34. 

Now, we discussed this with members of the FOA who are actually 
in charge of this project. They informed us there has been no pro- 

gress toward implementing the project toward construction. New in- 

tations to bid have not been prepared, nor have any contracts been 
eecuted. FOA is in the process of employing an engineering firm to 

ipervise the technical aspects of this project, which includes the 
pre paration of invitations to bid and then the evalution of bids from 
suppliers. 

Would you call that a firm obligation ? 

Mr. Mureny. Yes. We have undertaken a firm obligation with the 
Pakistan Government jointly to finance the construction of grain fa- 
cilities in Pakistan. 

Mr. Passman. How are you going to arrive at the cost of a project 
when it is strictly in the engineering stage? You have invited an 

engineering firm to draw plans and specifications so that the Director 
may have a look at them. You do not know whether they will be ac- 
ceptable or not. How do you arrive at the amount the project is going 
to cost When you have not received the specifications on the type of 
grain elevators that are to be constructed ? 

Mr. Murrny. It is an estimate, as is the Pakistani contribution to 
the project an estimate. 

Mr. Passman. Will you state what your estimate is for project 
No. 342 

Mr. Murepuy. No; I cannot. I am not familiar with the details, but 
I will be glad to insert them. 

Mr. Passman. Do you have other projects in the same category as 
a 

. Murpny. At any given time, Mr. Chairman, I would say that 
i were a large number of projects where we have reached an agree- 
nent to finance the activity jointly with some other government, but 
where the actual contract for the construction, if construction is in- 
volved, has not yet been let. Wherever that is the case, the obligation 
amount recorded on FOA’s books is the best estimate our technicians 
can develop as to the cost in dollars of the project involved. 

Mr. PassMan. You understand, of course, what we are trying to 
(etermine is whether or not your obligations are firm. There are indi- 
cations that there are many commitments, but there actually have been 
ho agreements entered into as to the type of construction and the cost. 
It i is a commitment, and therefore, it is carried as an obligation. You 
have no reservations in your program. You say it is all obligated. 
We want to know what kind of obligations you have because on these 
obligations they could be high or low. Is that true? 

Mr. Murruy. That is true. We could be off on our estimates, and 
on some we would be high and on others low. We would hope in the 
overall that we would come out somewhere near even. 
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Mr. Passman. Perhaps you would like to comment on this. Let yg 
take TAA~-1051. 

TAA-1051 issued in October 1951, for $425,000, for emigration syp. 
veys in the Americas was subsequently amended seven times befor: 
being closed out on May 12,1955. The unliquidated balance of $238,(wy 
having been certified valid in the agency’s section 1311 report, is now 
available to the reprograming. Of the total charges made agains 
this authorization, $107,000, voucher No. 801, expending $105, 
was recorded in August 1953, and a reimbursement to the Army of 
$2,000 was recorded in October 1953. Except for the reduction of 
face value by $80,000 on June 28, 1954, effected by amendment, the 
balance remained unchanged to the date of closing. 

TAA-4505 issued on June 10, 1954, in the amount of $128,000, with 
a closing date of June 30, 1955, has no recorded expenditure activity 
to date of review and was amended in April 1955 extending the author. 
ization life an additional year. 

The purpose of the agreement is for a work-study training-for. 
productivity program. 

Mr. Mourpny. I would be unable to comment specifically .on thox 
items that you mentioned. I do know there was a lot of difficulty. in 
the case of the emigration survey. There were a lot of delays. The 
projects did not move as fast as we had hoped. I would have to get 
the specifics from ah examination of the records unless you, Mr. Van- 
Dyke, have some specific information. 

Mr. VanDyxe. [ might make a brief comment. 

Mr. Passman. Before you comment, this goes back to October 1951, 
and this particular obligation has been amended seven times so as to 
keep it active and so as to list it as an obligation. 

Mr. VanDyxe. May I say quite frankly, if we had this project 
again, we probably would not handle it the way it has been handled. 
The emigration problem in Italy, the problem of population pressure, 
is a very acute one and this project was an effort on our part to attempt 
to find outlets in other parts of the world for some of the population 
which Italy considered surplus. This was a very complex operation. 
The project has involved some 10 or 11 different countries in Latin 
America. A number of teams of Italians have gone to those countries 
and have engaged in lengthy negotiations about the prospect of Italian 
resettlement. 

We have on a number of occasions suggested to the Italians that 
the project was moving too slowly; that it was too diverse and should 
be closed out, and the Italian Government in each case asked us urgently 
to continue the project. As a result these extensions and amendments 
were made. The project has now been closed out. I closed it out about 
3 months ago, if I recall correctly. 

The second project to which you refer had to do with the presence 
in the United States of certain Italian trade union people who are 
undergoing a program of work and study in this country to acquaint 
themselves with American working conditions and American trade 
union methods. 

I am unable to account for the fact there are no expenditures charged 
against this particular TAA because there are at present some 80 to 
90 Italians in this country who are being financed under this partic: 
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ular project. I can only conclude there has been some del: ay in sub- 
mitting the documents against which these charges will be m: ade. 

Mr. PassmMan. Then we do have other projects that would fall in 
this same category of uncertainty, the same as the Pakistan elevator 
grain projects ¢ 

Mr. Murpuy. Yes. At any given time there will be a large num- 
ber of projects between the stage where we have reached the agree- 
ment with the country to proc eed with them and the final cost esti- 
mate has been de termined. I say final. Even that is not final. We 
sign a contract, or the Pakistan Government does, and in the final 
analysis, as you are well aware, the payments to the contractor may 
be differing in amount than provided in the contract. You can have 
discounts; you can have alterations in the project as it goes on from 
time to time, but while contractual obligations may not have been 
consummated with an outside firm, we do have a contractual obliga- 
tion with the other government to contribute to the financing of that 
project. 

EXPERIENCE ON PRIOR YEAR PROJECT ESTIMATES 


Mr. PassMan. Has your experience indicated that your estimates 
on the cost of these projects in the past have been—when you have 
finally accomplished the work—lower or higher? 

Mr. Murpuy. We have had many of both. Of course, let me say 
this in the beginning: If we reach an agreement with another govern- 
ment jointly to finance a project and we obligate say $1 million, under 
no circumstance can the contract let by the other government to the 
outside firm exceed that figure. But we will be faced sometimes with 
a situation when they take bids, or get the quotations on a contract 
and the $1 million will not do the job, in which case before we allow 
them to sign we would have to raise our obligation, or our contribu- 
tion if we were agreeable to that. 

Mr. Passman. To protect your appropriation in all probability you 
do place a high enough estimate so that you can accomplish the work 
inthe amount; you estimate ? 

Mr. Mureny. We place on the books the best estimate we can make, 
and then before a contract can be let that can exceed that, they have 
to get our consent. If a contract is let that is lower than that, we 
adjust the obligation at the time the final contract is signed with the 
outside firm, 

Mr. Passman. Would you be in a position to furnish for the record 
a list of 20 projects that you have overestimated the cost of and 20 
where you have underestimated the cost? We would like to have your 
evaluation of the situation compared to the information that has been 
furnished tous. Would you be in a position to do that ? 

Mr. Murrny. Yes. I could select 20 where we have been both over 
and under and show you the projects. 
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(The information is as follows :) 


List of projects where FOA cost estimates over or under estimated 
A, OVER ESTIMATE OF COST OF PROJECT 





ECU A-24-GG 
MEX-W-50 


58-301-4095_ --..._- 


77-301-316 
7-13-239_- . 


77-19-241__.. 


PA-IAC-7 
3-52-5 


Water supply system, Charallave, 


| 
Project 


peat 


12 agricultural experts........._._- J 

11 survey specialists ____.___- 

Vocational agricultural training 

Agricultural economics__ Daas 

Participant extension director 

High purity metals 

Quality control 

Portland cement research 

Servo-mechanisms and radar 

Highway improvement 

Industrial management training 

Oliveira steel tube mill 

Petroleum chemical plant, Grange- 
mouth. 

Inn River hydroelectric plant 

Sges steam-electric station, Palmero- 

Water supply systems in several 
States, 

Installation of sewage collection sys- 
tem, Guayaquil. 

Water supply system, La Bruz, 
Sinaloa. 

Peat, Marwick & Mitchell contract_- 


Public administration service con- 
tract. 


FOA esti- 


Country mate 


Tran $172, 734. 00 
108, 777. 00 
6, 500. 00 

4, 500. 00 
24, 400. 00 
17, 000. 00 
12, 500. 00 
11, 900. 00 


Philippines 
Spain 
Portugal 
United 


63, 000. 00 
178, 500. 00 
990, 000. 00 

King- | 6, 500, 000.00 

dom, | 
International....| 540,000.00 
Italy | 6, 300, 000. CO 
Brazil 552, 130.00 | 


52, 238. 80 





6, 100.00 | 


Actual cost 


$140, 703.09 
44, 453, t) 
2, 600.0 
3, 000.09 
10, 500, 
11, 387,( 
7, 500.00 
4, 496, ( 
2, 000. 
49, 115 
118, 500. ( 
847, 614.( 


16, 016, 640. 0) 


516, 966. 00 
6, 134, 000. ( 
519, 230. 0 


27, 237.00 





38, 594. 36 
145, 000. 00 | 
80, 000. 00 


China (For- 


B. UNDERESTIMATE OF COST OF PROJECT 


Irrigation training 
Poultry husbandry training__ 


Crop and livestock development. --_. Lines 


Purse seine fishing 

Agricultural machinery 

Industrial design 

Industrial audit 

Forest research laboratory 

Pakistan railways----- 

Production engineering, | eter 
ment training program. 

Preplanning of construction 

Electric power system training 

EIE planning engineers training 

Telecommunications training 

Methods of training management 
development. 

Radaelli steel plant 

Water supply system, Igatepe-Acu, 
Para 


Miranda. 
_—— equipment 
0 





DEFINITION OF 


| Yugoslavia... __| 


$4, 500. 00 
15, 500. 00 
127, 100. 00 
28, 500. 00 
22, 400. 00 
7, 000. 00 
58, 025. 00 
200, 000. 00 
38, 217. 00 
60, 000. 00 


3, 200. 00 
175, 000. 00 
12, 000. 00 
10, 000. 00 
6, 400.00 | 


983, 000. 00 
139, 000. 00 | 


78, 349. 00 | 


6, 000. 00 | 
15, 000. 00 


Brazil 


Venezuela______-| 





Indonesia 
Thailand_.._..-- | 





VARIOUS PROGRAM 


36, 497.19 
102, 935. 11 
43, 196. 41 


5, 653. 00 
5, 743. 00 
5, 700. 00 
35, 000. 00 

, 800. 00 
3, 000. 00 
$0), 000.0 
59, 600. 00 
2, 735. 0 

, 000. 0 


6, 300.0 
235, 000. Of 
14, 070.01 
17, 000. 
7, 400. 0 


|1, 066, 700. 00 


244, 500. 00 
103, 729. 


6, $59.47 
17, 246.4 


Mr. Passman. Will you be prepared to furnish a table similar to the 
one that I am going to hand you that was given to us by the military! 
Before getting into too many detailed statements, I want to request 
for the record a short statement setting forth the difference between 
direct forces support, defense support, ~ development assistance, tecli- 
nical cooperation, and also explaining the difference between direct 
forces support that was set up in your justification for the fiscal years 


1955 and 1956. 
Mr. Murpny. 
Mr. PassMAn. 


I would like to answer your second question first. 
May we get an answer for direct forces support first! 





al st 
as 


703.1 
453, 9 
600. 00 
000. 
500.00 
387, (i) 
500. 0 
496.) 
DON, 
115.00 
500. () 
514. 
40.) 


N66, (\) 
00). 00 
30), 1 


37.00 


97, 19 
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Mr. Mureny. In the green volume, volume 1, we have a section II 
which is called, Program by Functions,: and you will notice there 
i; a tab under that section for each of the kinds of assistance that is 
being extended under this program, starting with military assistance 
and running through direct forces support, defense support, devel- 
opment assistance, technical cooperation, and all other programs. 

Underneath the tab in each instance there is a definition of what 
constitutes the kind of assistance involved. I think for the purposes 
of the committee now it would be easier if we referred to those 
definitions, starting on section II, page 1, of the green book. 

Mr. Gary. I suggest that those pages, pages 1, 3, 5, 7, and 11 be 
inserted in the record at this point. 

Mr. PassMANn. Without objection, the pages will be inserted in the 


record at this point. 
(The pages referred to are as follows:) 


MILITARY ASSISTANCE 
Definition 

Programs within this classification are designed to provide the military equip- 
ment and training required by certain friendly countries in order to develop 
or maintain specific military, paramilitary or police units at a given level of 
effectiveness. The policy reason for undertaking any such program derives in 
each instance from the existence of two facts: (1) The importance of the units 
involved to the defense of the United States or to the defense, or to the protec- 
tion against internal subversion of an area which is important to the security 
interests of the United States and, (2) the inability of the recipient country to 
create or to support such units adequately without the equipment and training 
provided. Mutual defense assistance programs almost invariably have an 
exclusively military or directly related security purpose, even though it is lack 
of economic strength and technical ability on the part of the recipient country 
which makes the extension of such assistance necessary. 

This classification also includes the following programs which, although not 
falling strictly within the definition above, are closely akin to, and have cus- 
tomarily been treated in conjunction with, military materiel and training pro- 
grams; the provision of machine tools and other production equipment abroad 
(facilities assistance) ; contributions to certain international military organiza- 
tions (SHAPE and the standing group of NATO) for their operating and 
administrative expenses and for the construction or equipping of military facil- 
ities (infrastructure; assistance in the development by friendly countries of 
nonnuclear weapons of advanced design (mutual weapons development). 


DIRECT FORCES SUPPORT 
Definition 

Programs within this classification are designed to give the military, para- 
military, security or police forces of certain countries direct support which is 
additional to the regular military assistance (MDAP) which those forces are 
also receiving. As in the case of regular military assistance, these programs or- 
dinarily consist of equipment, materials and services which are delivered or ren- 
dered directly to friendly forces for their exclusive use or control and without 
entering into, or being processed in, the local economy of the recipient country 
prior to such delivery. 

The dividing line between those goods and services which are to be classified 
as “military assistance” and those which should be grouped as “direct forces sup- 
port” has never been a sharp and precise line in the past, and there has, in fact, 
been a marked lack of consistency in such classififaction both from year to year 
and as among different countries. It is for this reason, as well as for reasons 
of administrative and operating convenience, that consideration is now being 
given to the possibility of merging these two categories of aid into one. For most 
purposes the following broad distinction between the two categories will prob- 
ably be adequate; it is applicable in most instances in the past and it was uni- 
formly employed in developing the proposed fiscal year 1956 program: “Military 
assistance” is generally limited to weapons and other items of equipment whose 
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uses are primarily, exclusively or uniquely military in character. It embraces 
the kind of things that are commonly called “military hardware”—planes, tanks. 
guns, trucks, ammunition, radar, etc. “Direct forces support” is complementary 
thereto in that it covers those items which do not fall within the foregoing de. 
scription of military assistance but which are nonetheless equally essential to 
the maintenance of a military force. It thus consists primarily of things that 
are frequently described as “soft goods,” such as food, uniforms, other clothing, 
petroleum products, rubber tires, lumber, canvas, rope and cement. To a large 
extent, although not exclusively, the equipment and materials that comprise “qj- 
rect forces support” are of a “consumable” rather than “durable” character, and 
they are also often of a kind, and sometimes of a type, which are used in the 
civilian economy as well as by a military establishment. 

“Direct forces support” items are ordinarily procured outside of the recipient 
country, but their provision locally through offshore procurement methods is not 
excluded. 

The reason behind any direct forces support program is the fact that the re- 
cipient country, even with the military hardware and military training which it 
is receiving as military assistance, is unable, without still further external help 
in the form of other goods and services directly for its military establishment, to 
develop and maintain the size and kind of forces which are important from the 
standpoint of United States security. 

The purpose of this program is a military purpose—the support of military 
forces—and any economic benefits which may accrue to the recipient country as 
a result of the program are, however extensive or useful they may be, incidental 
to, rather than a primary reason for, the program. 


DEFENSE SUPPORT 
Definition 

Programs within this classification are designed to support the military efforts 
of certain countries which are receiving military assistance. Such support in- 
volves the provision of general supplemental resources which a recipient country 
requires if its economy is to support a defense program of the size which United 
States policy regards as necessary and if, at the same time, it is to maintain or 
attain that minimum level of economic strength or growth which is consistent with 
the United States national interest. 

The primary policy reason for defense support programs is the attainment of 
military objectives rather than the extension of any economic benefits which may 
also accrue to the recipient nation. However, where a defense support program is 
required in a country for this policy reason, other nonmilitary assistance which is 
essential from the standpoint of United States national interest may also be 
grouped under the heading of “defense support.” This latter practice follows the 
previously expressed congressional preference for classifying all assistance for a 
country which is receiving military aid (except military aid, direct forces sup- 
port and technical cooperation) as “defense support.” This practice avoids an 
unrealistic fragmentation into several unnatural compartments of a total inte- 
grated assistance program which is not logically divisible. 

The difference between “defense support” and “direct forces support” can be 
broadly described as follows: Both forms of assistance are designed to make pos- 
sible the creation or maintenance of a certain level of military forces. “Direct 
forces support” helps to do so by supplying—normally by import—goods and 
services that are directly delivered or rendered to, and which physically reach 
or benefit, the military forces involved. “Defense support,” on the other hand, 
contributes to this objective more indirectly through providing to a country’s 
general economy (rather than directly to its military establishment) resources 
which either (a) enable the recipient country to maintain a level of defense ex- 
penditures or undertake defense activities that would otherwise not be possible 
or (b) increase the recipient’s capacity to do so in the future. The one form of 
assistance generally consists of articles (or services) which can be traced in a 
physical sense from a point of import into the country directly to a soldier who 
actually uses it or is served by it; the other form has its specific military impact 
as a country’s economy is rendered capable of sustaining the desired enlargement 
of its defense burden. 

DEVELOPMENT ASSISTANCE 
Definition 

This term describes assistance given primarily to promote economic develop- 

ment or otherwise to create or maintain economic or political stability. In most 


imme 
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203 


nations for which it is proposed, development assistance will supplement programs 
»f technical cooperation by providing supplies, commodities or funds. Usually 
this type of assistance is required to make possible, or to accelerate, projects or 
activities Which basic United States interest requires to be undertaken and which, 
in the absence of such additional assistance, would not be undertaken, or, if under- 
taken, would not be carried out at the rate required by United States foreign 
policy. Mutual-security program funds in fiscal year 1956 for development assist- 
ance will be used to help accelerate present rates of economic growth in the under- 
jeveloped countries where United States national-security requirements for such 
growth cannot be met by local and foreign private capital or from financing from 
the IBRD, Export-limport Bank, or similar sources. 

Development assistance differs from defense support in that the former is 
immediately directed toward goals which are not primarily military in character, 
whereas the latter has as its first aim, and controlling justification, the attain- 
nent of military objectives. Consistent with previously expressed congressional 
reference, development assistance is limited to countries which do not receive 
military assistance. In countries receiving military assistance, all nonmilitary 
aid (except direct forces support and technical cooperation) is classified as “‘de- 
fense support.” 

TECHNICAL COOPERATION 
Definition 

Technical-ooperation programs may be defined as programs for the sharing of 

our knowledge, experience, techniques and skills with the peoples of the less 


emphasize, and consist largely of, advice, teaching, training and the exchange 
of information, and they do not include the provision of supplies and equipment 
beyond that which is required for effective teaching and demonstration pur- 
poses. Moreover, except for these last mentioned purposes, they do not supply 
the capital which may often, if not always, be indispensable to the conversion of 
the knowledge, skills, techniques and experience which are thus provided into 
economie wealth, improved standards of living and other tangible benefits among 
the peoples of the recipient countries. 


Mr. Murpuy. Those statements give much more adequately than 
Icould the definition of what is contained in each category. 


MILITARY ASSISTANCE 


Briefly, starting with military assistance, I will give you a little 
explanation. That includes, of course, the military hardware and 
the military training and items such as infrastructure and facilities 
assistance and special weapons development about which Mr. Hensel 
has already testified. 


DEFENSE SUPPORT 


_ The category of defense support is economic type assistance which 
is given to the countries in order to enable them to maintain armed 
forces of a level which the United States and they consider desirable 
for the defense of either their own country or the area in which they 
ire involved. 

DIRECT FORCES SUPPORT 


Direct forces support for the fiscal year 1956 includes only soft 
goods which are to be delivered to uniformed personnel of the country 
involved contrary to the practice during 1955 when the soft goods 
may have been first introduced into the economy of the country and 
later delivered to the uniformed personnel of those forces involved. 

Mr, Passman. Is that a part of the program of economic aid which 
has been carried on in the past ? 

Mr. Murpny. It is economic type assistance, but it is for military 
Personnel and items that will end up in the custody and be used by 

64418—55——14 
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military personnel of the country concerned. That includes itey 
of petroleum, oil, and lubricants, wheat, textiles where uniforms gy 
involved, and the like. 

DEVELOPMENT ASSISTANCE 


Development assistance is economic type of assistance which ; 
given to countries where we have no military assistance agreements 
and there is no military implication in the assistance offered. Yoy 
will find in countries like Israel a development of assistance is given 
It is in the form of commodities that are introduced into their econ 
omy, either to bridge a dollar gap when they have a shortage in doll, 
exchange, or to generate local currency to be used to support the; 
budget where they have a budgetary defiicit, or a combination of 
both. It could happen in a country it would be both dollar gap and 
budgetary support. 

Mr. Passman. Prior to fiscal year 1955 this was paid for out of 
the economic aid program, was it not? 

Mr. Mureuy. Development assistance ? 

Mr. Passman. Yes; the defense support and development assistance, 

Mr. Mourpnuy. Yes; it was all under the broad category of economic. 
type assistance. In 1954 development assistance was called specia 
economic assistance, and it was appropriated under that head. 

Mr. Passman. It was economic aid, but the title has been changed, 

Mr. Murpnuy. Yes; for the purpose for which it is expended. 

Mr. Wiecteswortu. Defense support is in fact development assis- 
ance, is it not? 

Mr. Mourreny. Yes, it is economic assistance which is intended to 
raise the level of productivity and the economy generally in the coun 
try in the hope that through greater productivity, higher salaries, 
higher gross national product, the country will have a higher tax rev- 
enue and thus be able to support a larger defense effort. 

Mr. WicetesworrH. Both are development assistance, but you us 
the two terms simply to indicate whether or not we have military forces 
in the country or not ? 

Mr. Murpny. That is substantially correct. 


TECHNICAL COOPERATION 


Technical cooperation, sir, I am sure you are all familiar with 
That is the point 4 program of technical cooperation where we at 
conducting pilot-type demonstration projects in an effort to get tech: 
niques across to the other countries. 


OTHER PROGRAMS 


Under the heading of other programs, we have miscellaneous pro- 
grams which are not susceptible to classification in the previous type 
mentioned. Those are set out on page 15 of the smaller document, 
and the titles I believe are more or less self-explanatory. 


Mr. Passman. We will also insert in the record pages 4 and 5 0 
the big book. 
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(The pages referred to are as follows :) 


EUROPE 


Distribution of fiscal year 


Military 


assistance 





Belgium-Luxembourg. ---.----------- 
Denmark ---- - 
France. - -- 

Italy - --- 
Snehaiemiian.. £2 
Norway..------------------ 
aS 
Spain_. maces 
United Kingdom a 
Yugoslavia --- Pebble dbs ta dee dah oe. 
Joint control areas... - ae 
Western European technical exch: ange. 


Wek ta cai anaceeenenneeie 5 


1956 program by function and country 


[In millions of dollars} 


Defense 


( » 
support ther 


forces 


| 
Direct 
support | 


| 


4.0 


4.0 


1 Includes $1.0 of joint control areas funds to provide for German-Austria participation in Western Euro- 
pean technical exchange program. 
2 Data included in separate submission on military assistance. 


Total programs, excluding military assistance, summary by countries 


{In millions of dollars] 





Program 


Country Proposed 
fiscal year 
1956 


Fiscal year 
1955 


Fiscal year 
1954 


Belgium- OTS al 
(HSE. -ccocccadous o 
France._..-- - 
Iceland. ._- 7 
Italy (ine luding T rieste) - 
Netherlands - -. -- : 

Norway 

Spain ‘ 

United Kingdom... 

Yugoslavia 

Joint control areas - a 
Western European technical exch: ange 
Coal and steel community loan - -- 
URGIGISERAEOEE  <ccioe nnaadnade 


one 


CONUS 


Nounac 


Total 


' Includes technical one. 
? For detail see page sec. Ill-5 

3 In addition, as of Apr. 15, 1955, $12.1 million of coal financed by the coal procurement fund was extendea 
to Eurepean countries in exchange for local currency credits to be used for other country programs, 

Mr. PassMan. What countries received this aid in the fiscal year 
1955 2 

Mr. Van Dyke. Perhaps I could make a 
about the general European program. 

If I could direct your attention to page 5 to which the chairman has 
just referred, section III, which is the brown-covered book, you will 
see the table from which I will talk. If you will look in the right- 
hand column you will see the proposed 1956 program for what is now 
called the European region. This includes the OEEC countries, and 
the NATO countries, except for Greece and Turkey, which are car- 


few informal comments 
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ried within another regional presentation. The column also of cours 
shows Spain and Yugoslavia, which fall within this region. 


PROGRAM IN SPAIN 


Reading down the list you will see the first country we come to js 
Spain. This program is based upon a series of agreements that the 
United States Government entered into in September of 1953 with the 
Spanish Government. These agreements were three in number and 
provided, first, that the Spanish Government would permit the United 
States to build certain air and naval facilities on Spanish soil. The 
second agreement provided that the United States Government would 
deliver to the Spanish Government certain military hardware for 
Spanish forces. And the third agreement, and the one which refers to 
the economic side of our program, provided the United States Govern- 
ment would furnish to the Spanish Government certain economic type 
assistance. 

For 1956 we propose a total program of $28 million. This is to in- 
clude $26 million in commodities and $2 million in services under the 
technical exchange program. 

Mr. Wiacieswortn. What is that, technical cooperation ? 

Mr. Van Dyke. That is the European program which is called 
technical exchange. 

Mr. Wicerrswortn. Is it a United Nations program ? 

Mr. Van Dyke. No, this is a special program which applies to the 
European region. 

Mr. WiccreswortH. What is the significance of the word “ex- 
change”? That is new isit not? 

Mr. Taper. It means bringing a bunch of people over here and send- 
ing a bunch of people overthere. Isthat what it means? 

Mr. Van Dyke. It involves three principal types of expenditures. 
First, we pay per diem and living expenses of Europeans coming to 
this country to study special aspects of the United States economic 
scene. Second, we pay the salaries of Americans going to Europe to 
provide advice and assistance on certain aspects of the European 
economy. Third, we pay the salaries of governmental employees who 
are permanently engaged in this kind of activity. 

Mr. Wiaeieswortu. Is that called for in the agreement referred to, 
or isthat aside from the agreement ? 

Mr. Van Dyke. The agreement with Spain provides that we will 
supply economic and technical assistance. 

Mr. WicciteswortH. How much ? 

Mr. Van Dyke. No figures were stipulated in the agreements them- 
selves. 

Mr. Passman. Referring to this particular item on Spain, you re- 
quested $28 million for the fiscal year 1956? 

Mr. Van Dyker. That is right. 

Mr. Passman. After a careful evaluation, does the Director of the 
FOA feel that would be adequate to take care of our commitments for 
the year 1956? 

Mr. Van Dyker. Another committee of the House, Mr. Chairman, 
has indicated that it felt that this figure was too low. We believe 
Spain could, of course, absorb additional United States commodities. 
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\lmost any country in the world could. We devised this program with 
two things in mind; first, the capacity of the United States, and second, 
what we believed the essential objectives of the United States Govern- 
ment were in Spain. And with those two things particularly in mind, 
we believe this is the program of optimum size. 

Mr. PassMAN. $28 million would be an acceptable program and you 
feel it would be sufficient to carry out our commitments in a satisfac- 
tory way? 

Mr. Van Dyke. We believe it is the minimum program that will 
accomplish the United States’ objectives in Spain. 


COMPARISON WITH YUGOSLAVIA PROGRAM 


Mr. Roonry. Why is it that you have Yugoslavia in here for $40 
million compared with only $28 million for Spain? 

Mr. Van Dyke. These programs, Mr. Congressman, are developed 
with regard to a large number of factors, but basically they come down 
to our estimate of the resources which these governments will have to 
have if they are to maintain the kind of defense effort which the 
United: States believes desirable in terms of our own interests. 

Yugoslavia stands in a very strategic position. It is bordered by 
four satellite governments. It has a role to play in the military effort 
which our military tell us is quite significant. And in those terms, it 
was the judgment of the executive branch that Yugoslavia should be 
provided during the coming year, as this table indicates, with 
$40,500,000 of United States funds and services. 

Mr. Roonry. I suspect that is going to be very difficult to sell. 

Mr. Van Dyke. There has been considerable testimony already 
given to the other committee of the House on this subject, Mr. Chair- 
man. I would be glad to add whatever I can, and the representative 
of the State Department can comment on it, if you wish. 


QUESTION OF INCREASING PROGRAM FOR SPAIN 


Mr. Rooney. If I understand you correctly, you oppose any increase 
with regard to Spain, and nevertheless, the Foreign Affairs Committee 
reported out an amount in excess of the amount requested. 

Mr. Van Dyke. As I say, there is no question in our minds that 
Spain could usefully use additional United States commodities. Most 
countries of the world could use additional United States commodities. 
We believe it is the will of the Congress these programs be devised 
in terms of the minimum, and in our judgment the minimum pro- 
gram for Spain is $28 million. 

Mr. Exsrick. May I add something at this point on the question 
of Spain? I think the amount which was programed here, and which 
was requested, was the minimum amount which we thought would 
be necessary to achieve our foreign policy objectives in thiscase. Now, 
of course, we always try to ask for a minimum amount, and as Mr. 
Van Dyke has pointed out, any country can absorb more aid. We 
thought that the figure we had proposed was a part of what we thought 
was a balanced contribution of the worldwide amount requested. 

If I may, I would like to go off the record here for just a second. 

( Diseussion off the record. ) 
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Mr. Rooney. Which country in Europe returns the highest per- 
centage of counterpart to the United States ? 

Mr. Murruy. Spain does, sir. 

Mr. Roonry. What is the next highest ? 

Mr. Murruy. The next highest would be 10 percent, which is the 
rule for most countries. 

Mr. Roonry. Would you, for the record, explain exactly what js 
meant by this. Ifthe increase suggested by the House Foreign A ffairs 
Committee were to be granted, how much would that cost the American 
taxpayer ? 

Mr. Mvurrnuy. In actual outlay, sir, it would cost the American 
taxpayer about $6.6 million. The $22 million outlay would cost the 
American taxpayer about $6.6 million. 

Mr. Rooney. $22 million outlay ? 

Mr. Murrnuy. Yes. I am talking about the $22 million introduced 
in the House Foreign Affairs Committee. 

Mr. Rooney. In other words, to grant them $22 million additional 
would cost the American taxpayer about $6 million ? 

Mr. Murreny. Yes, $6.6 million. The difference would come back 
to the United States in the form of pesetas that would be used for 
base construction. 

Mr. Van Dyke. May I add one comment, and that is that we be- 
lieve from what we know about the Spanish construction program 
that sufficient pesetas will be available to the United States Govern- 
ment to supply its needs through 1956 at the lower program level. 
Of course, the Defense Department will determine the rate at which 
these pesetas are required, but from the preliminary information we 
have, we will not be using during 1956 the pesetas which this extra 
money would generate. 

Mr. Roonry. What would happen to the extra pesetas ? 

Mr. Van Dyker. They would be set aside in a United States Treas- 
ury account for later use. 

Mr. Roonry. You would have them for later use, is that not correct? 

Mr. Van Dyke. That is correct. 

Mr. Wicerrsworrnu. Mr. Chairman, perhaps we shall get it later, 
but so far I have not the faintest idea of how the figures $28 million 
for Spain and $40.5 million for Yugoslavia were arrived at. 

Mr. Passman. We have not gotten into that yet. 

Mr. Rooney. That is absolutely correct. 


Drrect Forces Support 


Mr. Passman. We are going to first take up the item of $4 million 
for direct forces support. 

Mr. Murreny. The figure of $4 million is exclusively for Yugo- 
slavia. 

Mr. Passman. Would you like to comment on that ? 

Mr. Van Dyke. This figure includes primarily coking coal which 
would be used in Government arsenals in Yugoslavia, some special- 
ized machinery for Government arsenals, some tires and tubes for 
military vehicles, and perhaps aviation gas, depending on how the 
negotiations with the Yugoslav Government proceed. 
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Mr.-PassMAN. What did they have for last year in this program ¢ 

Mr. Taser. Give us the bre: akdown on each of these items as you hit 
‘hem instead of scattering them all over the record. 

Mr. Mureny. There is a breakdown shown on page 52 (a) which 
shows the distribution of the $4 million. 

Mr. Denton. Is that all Yugoslavia ? 

Mr. Murpuy. Yes. It is under the Yugoslavia tab. Mr. Van Dyke 
has more specific information. 

Mr. VAN Dye. You will note under the heading “Direct forces sup- 
port 1! 56,” $0.5 million for fuel. This is the coking coal to which 
[ referred. $2.5 million refers to specialized machinery for govern- 
mental arsenals, tires and tubes for military vehicles, and perhaps 
aviation gas, depending on how the negotiations with the Yugoslav 
(rover nment proceed, together with an amount for transportation. 


JOINT CONTROL AREAS 


Mr. PassmMan. Would you discuss the request for joint control 
weas? The amount of $21 million is requested for Berlin. 

Mr. Van Dyke. This is a program about which you may wish to 
hear from the State Department also. Berlin, of course, has a very 
important psychological and political position and this program is 
toshow our solidarity with the people of Berlin. 

Mr. Wiceteswortu. This is not military support ? 

_Mr. Morpny. This assistance in joint control areas is not included 

nthe direct forces support figure. That $4 million figure was exclu- 
sively for Yugoslavia. 

Mr. Van Dyxe. The only funds we are requesting for 1956 for direct 
forces support is the $4 million under the Yugoslavia program. 


SURPLUS AGRICULTURAL COMMODITIES PROGRAM 


Mr. Denton. Do you try to collect anything for these agricultural] 
products ? 

Mr. Van Dyke. We will sell the agricultural products, if they are 

surplus to United States needs as determined by the Secretary of 
Agriculture, for local currency which can be utilized in accordance 
with section 402. 

Mr. Denton. Do you show here how much you realized from that 
and expect to realize from that ? 

Mr. Mureny. Under joint control areas in 1956 the full $20 million 
shown on page 53 would be given in the form of surplus agricultural 
commodities. Out of the $21 million total, $20 million would be for 
surplus agricultural commodities. 

Mr. Denton. How much would you get ? 

Mr. Murruy. We would get $20 million of deutschemarks from the 
Germans for those commodities. 

Mr. Denton. That is counterpart funds; is it not? Do we get any 
credits for these counterpart funds ? 

Mr. Van Dyke. The sales proceeds from this program and from the 
other programs under section 402 are avail: ible to the United States 
(Government, and in West Germany they are used in the city of Berlin. 
There is no use of resources for the United States as in the case of 
Spain. The deutschemark equivalent of the $20 million commodities 
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we propose to supply to West Germany will be made available to Wey 
Berlin. 

Mr. Denron. Will that reduce the other expenditures that we hay: 
in Berlin? 

Mr. Van Dyke. Thisis our Berlin program. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. What I am trying to get at is, do we get a reduction 
in our expenditures over there because of the counterpart money? Ar 
the costs of any of our programs in Berlin cut down because of this 
grain money ? 

Mr. Van Dyke. These deutschemarks are not used for meeting mili. 
tary costs. 

Mr. Denton. What are they used for ? 

Mr. Van Dyke. They are used to provide funds for economic 
rehabilitation. 

Mr. Denton. To build streets and things like that ? 

Mr. Van Dyke. Yes. There are three main categories. One is to 
make loans to new industries or to existing industries for expansion in 
order to provide employment. Another is to reconstruct damaged 
buildings, clean-up rubble; and so forth. 

Mr. Denton. And nothing in this program reflects how much you 
receive, say for wheat, in Berlin that you spend for rehabilitation ? 

Mr. Van Dyke. Yes. That is contained in the text on Berlin. 

Mr. Gary. Do we not get a certain percentage of counterpart. funds 
fo~ our own use ? 

Mr. Murpny. We have 10 percent reserved for our use. 

Mr. Gary. And we use that in paying our expenses in the respective 
country. and to that extent our expenses in that country are reduced! 

Mr. Morpny. That is correct. 

In regard to surplus agricultural items, to the extent that the-com- 
modities are supplied from Commodity Credit Corporation stocks, of 
course the Commodity Credit Corporation gets the dollars that we 
pay for the agricultural commodities in the first instance, so the United 
States Government in that sense is really selling itself surplus com- 
modities that it otherwise would be holding. 


WestTeERN Evropr TecuNIcaL EXCHANGE PRroGRAM 


Mr. Passman. Would you like to comment briefly on the Western 
European technical exchange program ? 

Mr. Van Dyke. As I indicated previously, this money will be used 
generally for three purposes; to pay the expenses of Europeans visiting 
the United States, to pay the expenses of United States experts going 
to Europe, and to meet certain expenses of our staffs in Europe. 

Mr. PassMANn. Does it have any connection with your technical aid 
program as such ? 

Mr. Van Dyke. The amount included under title III which deals 
with technical coooperation? It is devoted specifically to underdevel- 
oped areas. 

ECONOMIC AID 


Mr. Gary. As I understand it, the only economic aid to Europe is 
to Spain, Yugoslavia,and Berlin. Is that correct? 
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Mr. Van Dyxr. ‘That is correct. 

Mr. Gary. There is no economic aid requested for any other area‘ 

Mr. Van Dyke. No aid in terms of economic assistance, that is cor- 
ret. As you already have been informed, there is military assistance. 

Mr. Gary. I understand. I limited my question to economic aid. 

Mr. PassMAN. The total amount for the technical exchange program 
would be $9.5 million, would it not ? 

Mr. Van Dyke. That is correct. 

Mr. Rooney. I thought it was $5.5 million. 

Mr. Passman. You have Spain, Yugoslavia and Berlin and $5.5 
nillion undistributed, but the total would be $9.5 million for the West- 
ern European technical exchange program. Is that correct ? 

Mr. Van Dyxe. Yes. The reason Yugoslavia and Spain are shown 
apart from the total is that we expect to run the other TE funds 
through the European Productivity Agency of the OEEC during the 
coming year. We will call upon them to prepare a consistent program 
in this field for our consideration. Yugoslavia and Spain are not 
nembers of this organization. 

Mr. PassMAN. I just wanted to clarify it for the record. It is con- 
fusing in that it is not all at the same place. 

Mr. Van Dyxe. For the record let me state that the total is $6.5 
nillion for countries in the NATO-OQEEC complex of which $1 mil- 
lion is for the joint control areas; $2 million for Spain; and $1 mil- 
lion for Yugoslavia. 

Mr. PassMan. But it isto accomplish the same purpose ¢ 

Mr. Van Dyke. That is correct. 

Mr. Gary. The total of all economic assistance requested for Europe 
is $95 million ? 

Mr. Van Dyke. ‘That is correct, sir. 


SURPLUS CHEESE IN ITALY 


Mr. Gary. I heard on the television last night that this country had 
vent large quantities of surplus cheese to Italy which had been donated 
to the Italian Government, as I understood it, and it was subsequently 
found out that this same cheese was on the shelves of the merchants 
leing sold at the regular price. What is the story on that? 

Mr. Murpny. I heard that same broadcast, I think, and at the time 
it struck me that the commentator probably had lack of understanding. 
In all cases where surplus agricultural commodities are supplied to 
the countries, under defense support and related programs, they are 
sold to the countries and, in the case of Italy, if we supply surplus 
agricultural commodities they are required to give us the lira equiv- 
ilent, and they sell the commodities to wholesalers and get the lira 
hack from the wholesalers, so that the people buy it. They are not 
‘listributed free. 

Mr. Gary. Is it distributed under this program ? 

Mr. Van Dyke. We have supplied no cheese to Italy under this 
program, 

SURPLUS AGRICULTURAL COMMODITIES 


Mr. Gary. Does the Department of Agriculture operate independ- 
ently from this program and supply certain surplus products that are 
hot included in here ? 
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Mr. Moureny. Yes. Under Public Law 480, title I, the Agricultyr 
Department is charged with the responsibility of disposing of or sel]. 
ing $700 million of agricultural products over a 3-year period bp. 
ginning in fiscal year 1955. They operate on the same general basis 
that we do on this program. They, too, sell it for local currency to the 
other country, who, in turn, puts it in their commercial distributioy 
channels. 

Mr. Gary. Do they sell it at less than cost ? 

Mr. Mvurrny. I am not sure. I believe they sell it at the worl 
market price. 

Mr. Van Dyke. I think the legislation provides the price shall not 
unduly disrupt world market prices. I think there is some discretion | 
given the Secretary of Agriculture, but he is limited in that discretion, 

Mr. Gary. The Department of Agriculture sells to the foreign goy- 
ernment and then that government distributes the products through 
normal channels ? 

Mr. Mourpny. Yes. 


WesteRN Evrorpe Tecunican ExcHance Program 


Mr. Rooney. With regard to this technical exchange program, cai 
you tell us the number of people involved and the details in regard 
thereto ¢ 

Mr. Van Dyke. We expect during the coming year the funds will 
provide financing for about 

Mr. Rooney. Where do you find that ? 

Mr. Van Dyke. Section III, page 65. If you will look at the right- 
hand column, fiscal 1956, the first figure is the dollar costs for par- 
ticipants. Those are people coming from Europe to this country. The 
next figure is the number of participants. The footnote is also interest- 
ing in this case, I think. 

Mr. Rooney. Before you get to the footnote, will you explain what 
the figures to which you have referred mean ? 

Mr. Van Dyke. The total cost of participants coming from Europe 
to this country is estimated at $2.255 million. This will permit us to 
handle 1,560 Europeans coming to this country. The footnote indi- 
cates, however, that 500 of these will pay their own expenses. In otlier 
words, they are anxious to be included in this program, and European 
governments and European nationals have asked us to facilitate their 
coming to thiscountry. Weare helping them in a limited way. 
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USE OF TECHNICIANS 


Mr. Rooney. What about the technicians? 

Mr. Van Dyxe. The technicians are Americans going abroad. We 
estimate $2,185,000 could usefully be spent in this connection. This 
will permit us to send 73 technicians, of whom 75 will be United 
States employees and the balance contract employees. 

Mr. Roongy. Does this include students, professors, labor leaders ? 

Mr. Van Dyxr. The Americans going to Europe are primarily 
United States technical experts in the fie Id of sales analysis, and so on. 
The Europeans coming to this country may be stude nts, may be labor 
leaders, and public le: aders; but primarily they are leaders in the fields 
of industry and labor. 

This program is an extension of the exchange program in which 
the United States has engaged for a number of years. 

Mr. Roonry. You mean the regular exchange program of the De- 
partment of State 4 

Mr. Van Dyke. Yes, which deals primarily with cultural and edu- 
cational activities. We bring people to this country in order to teach 
them or show them specific things in the fields of industry and labor. 

Mr. orc We have a program in other areas—of course, that is 
not in your area, Mr. Van Dyke. Mr. Murphy, will you tell us about 
that ? 

Mr. Murpnuy. In the underdeveloped areas it is covered under tech- 
nical cooperation. 


BREAKDOWN OF PARTICIPANTS AND COSTS REQUESTED BY CATEGORIES 


Mr. Roonry. Mr. Murphy, will you put in the record at this point 
a statement showing the total worldwide program included in this 
request, giving the number of people involved and the categories and 
the amount of money involved in each categor y. 

Mr. Mureny. Would you like that by areas? 

Mr. Roonry. You might give it by countries on a worldwide basis. 

Mr. Murptry. Yes, sir. 
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(The information requested was submitted as follows :) 


FOREIGN OPERATIONS ADMINISTRATION 


Estimated numbers and costs of participants, fiscal year 1956 
{In thousands of dollars] 





Development | Technical coop- | Total 


} 
Defense support assistance eration 


l | 
| Number} Amount! Nember! Amount} } 





| 
Europe: 
Spain 
Yugoslavia 
Western Europe | 
nical exchange. ‘ | ~ MEE Dost ones 


Total Europe.-...---| ‘ _% 455 


Near East and Africa: 
Egypt 
Ethiopia 
Greece 
Iran 
Traq_-- 
Israel 
Jordan _._.. 
Lebanon. - . --- 
Liberia 
Libya. . Rade 
T urkey Sait 
Overseas territories_- 
Regional projects. - 
Regional development 
SIND. coc sctceetinntedcactewel 











Total Near East and 
pi SURE Rr as 5 








Asia: 
South Asia: 
* Afghanistan _---- 
‘India- 
Nepal. --- 
Pakistan -- 
Far East: 
China (Formosa) 
Indonesia __--__-- id 
et ae pep 
Korea doisnhis 
Philippines 
Thailand a 
Cambodia-Laos-V ietnam _| 


Total Asia____- 








8,899) 2,220) 47: 











Latin America: | 
a ere ncaa Sanaa | 350 87 
Brazil... _- gutless ak icsncteareacs 676 | 220 | 
| 78 eer a 2 | 556 | 142 
IR vrciinininennece Peat Oh ae ee 76 240 5 
Costa Rica_-. ichumeukeee De issn se: ocak en dco es 212 
Cuba... - wie enwes a ean t 260 
Dominican Republic Ba 2 sia hed aeci ces acl cinta 39 
Ecuador... ____-- ee a eae ca 58 | 232 
El Salvador. _--__-_-_- Sonatina aoen 3 88 
SD Sic iesiarcutemc’ i Reaiutiemateet 226 
Haiti née bake ss wikies | 35 | 119 | 
PIORONIOS.... ...2252025- “A | dunfucctscacabiskab as ‘ 110 | 
Mexico eer us ekwe ah ter i al a eden 21: 536 | 
Nicaragua. ...........- : ae) = ane t Sohaee 5 | 120 | 
POM nic taccsca ae roas ake kasa dicate eter wee 137 
as ical bailele asin gneiss Mee os aie 285 | 
PE. owas Sncanbes wee’ scant 349 | 
Uruguay. _..-- ; i cea ete 3? 132 
Venezuela. -_- ‘ : ; = eee : 13 
Overseas Territories. __._|__. eS 58 | 161 | 














Total Latin America__|__- pienila hcicg dee et ce 4, 841 | 


Grand total 12,366 | 4,280 | | 4,606 | 17, 473 


1 Includes 500 self-financed participants. 
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Mr. Rooney. In addition to the State Department and its Office of 
International Exchange and that program, and this program included 
in the instant bill, the military also conduct exchanges, do they not? 

Mr. Murpuy. They bring people in for training. a 

Colonel Crrrz. Not exchanges. We bring them in for training. 

Mr. Rooney. Would you insert in the record at this point, Colonel, 
a statement with regard to the worldwide program of the military as 
to training for 1956. And when we talk about training, we pay their 
transportation and expenses while they are here, do we not? 

Colonel Crirz. Yes; and it not only applies to the United States but 
Japan and elsewhere. 

Mr. Rooney. Will you insert that statement in the record at this 
point. ; 

Colonel Crrrz. Yes, sir. 

(The information requested was supplied to the committee :) 

Mr. Fernanprz. The item of $2.255 million for the technical ex- 
change program, you said, is to cover the expenses of 1,560 participants, 
of which 500 are self-financed. Does that mean the $2.255 million is 
the cost of only 1,000 participants? 

Mr. Van Dyke. 1,060. 

Mr. Fernanpez. Is that not pretty high for each participant, com- 
pared to the previous year ? 

Mr. Van Dyke. I think it is based on our experience. 

Mr. FerNaNpEz. Your experience must be a little expensive. I do 
not know. 

Mr. Van Dyke. In the previous year we had 974 participants and 
the total cost was $1.7 million. They are paid a standard per diem set 
by the Secretary of State. We do not normally pay their ocean trans- 
portation. The governments or the people themselves pay the trans- 

ortation. We pay only travel and a per diem while they are in the 
United States, and of course any tuition or other instruction charges. 

Mr. Fernanpez. In 1955 you had $1.7 million for 974 participants 
as compared with $2.255 million for 1,060 participants. It is much 
higher this year as I figure it. 

Mr. Van Dyke. The per capita figure will vary according to the 
type of program. If they come to this country and spend only a few 
weeks the per capita cost is lower than if they stay a longer period of 
time. This year the amount provides for longer visits than previously, 
in many cases. 


Surpius AGRICULTURAL COMMODITIES 


Mr. Frernanpez. In respect to agricultural commodities, you say 
the commodities are purchased from the Commodity Credit Corpo- 
ration withthe moneys appropriated here ? 

Mr. Van: Dyke. We provide the money to the foreign government 
which, in turn, may purchase as it wishes. We do not confine them 
tothe Commodity Credit Corporation. 

Mr. Fernanpvez. As I understood you awhile ago, you said we 
}urchase some commodities from the Commodity Credit Corpora- 
tion and the money is paid tothem. Isthat right? 

Mr. Murpny. I said to the extent the agricultural commodities 
were obtained from the Commodity Credit Corporation the dollars 
involved are paid to the Commodity Credit Corporation. 





216 


Mr. Frernanvez. Then I understood you to say these commodities 
are taken, say to Italy, and sold to the Government for lire? 

Mr. Mourruy. That is correct. 

Mr. Fernanpvez. But what happens to the lire that you get? 

Mr. Murreuy. As Mr. Van Dyke explained, in the case of Berliy 
the deutschemarks are used to carry out the United States program 
in Berlin, and the lire are used to carry out the United States pro. 
gram in Italy. That results in lowering our surpluses and at the same 
time develops lire or deutschemarks. 

Mr. Fernanvez. So that instead of taking dollars to Italy and 
exchanging them for lire, you send agricultural commodities and get 
lire for that ? 

Mr. Mourreny. That is correct. 

Mr. Fernanvez. Is that what you call counterpart ? 

Mr. Mureny. No. The counterpart funds are funds that belong to 
the other government when they are generated and we exercise a 
veto power over their use. The sales proceeds, on the other hand, are 
owned by the United States Government. It is a technical difference. 


KNOWLEDGE OF UNITED STATES MUTUAL-SECURITY PROGRAM BY 
FOREIGN INDIVIDUALS 


Mr. Natcuer. A great many people in this country believe that 
our mutual-security program is not accomplishing what it should, 
due to the fact that in a great many of the countries receiving assist- 
ance from the United States, people generally do not know that we 
are assisting this particular country. How do you feel about this 
matter, Mr. Elbrick? Do you believe some provision should be placed 
in this bill whereby the people in the countries that are aided under 
our mutual-security program will know about it ? 

Mr. Exsricx. The people in the recipient countries? 

Mr. Natcuer. Yes. 

Mr. Expricx. There are two ways of looking at this. I think the 
people in the recipient countries, generally speaking, are quite aware 
that the United States is helping them. 

Mr. Narcuer. Mr. Elbrick, that news comes as a surprise to me. 
In what countries do the people generally know we are assisting them! 

Mr. Exvsricx. All the NATO countries are quite aware of the fact. 
That is 13 countries of Europe. In Spain they are quite aware of the 
fact we are helping them. 

Mr. Narcuer. The people generally in Spain are? 

Mr. Exsrick. I should say so; yes. 

Mr. Narcuer. In Yugoslavia, assuming that the Congress passes 
an appropriation bill appropriating funds for Yugoslavia, who other 
than Tito and his immediate inferior officers or assistants will know 
about our assistance to Yugoslavia? Do you think the people gen- 
erally in Yugoslavia will know about it? 

Mr. Exsrick. I am not sure the people generally in Yugoslavia 
would know about it. I do not believe, however, there has been any 
effort on the part of the Yugoslav Government to keep this informa- 
tion from the people generally. I am not sure exactly what purpose 
would be served by any such legislative provision as you have just 
mentioned. Tam not sure what you have in mind. 





ities 


217 


Mr. Narcuer. Mr. Elbrick, as you know, up to this point no portion 
¢ mutual security funds may be used for propaganda purposes. 
since the Foreign Operations Administration is being transferred to 
she State Department, what arrangements or what changes, if any, 
vill be made in regard to procedure as far as notifying the people in 
these countries that we are aiding them financially? Will there be 
wy change in policy from the policy in vogue at the present time in 
the FOA 4 

Mr. Evericx. I am not sure I can answer your question entirely 
because those matters will be under review after the transfer of FOA 
functions to the State Department. I would be very glad to look into 
that matter and try to give you a considered answer on this particular 
subject. 

Mr. Narcuer. What agency, other than the Voice of America, under 
the direct control of the State Department could be used for this 
urpose? Do you know of anything else other than the Voice of 
America ? 

Mr. Exvsrick. The- Voice of America which is part of the United 
States Information Agency is not really under the control of the 
State Department. It receives its policy guidance from the State 
Department. 

Mr. NatcHer. Do you have any agency other than the Voice of 
America that could accomplish this purpose ? 

Mr. Exsrick. Not that I can think of. 

Mr. Rooney. Radio Free Europe. 

Mr. Exsrick. Radio Free Europe is not under the control of the 
State Department. 

Mr. Narcuer. Since your tenure in the State Department, have you 
had occasion to talk to anyone abroad to ascertain whether or not these 
people abroad know what we are doing ? 

Mr. Exsrick. I have been in some of these countries myself. 

Mr. Narcuer. And do you feel the people in the countries in which 
you have traveled know what we are doing for them ? 

Mr. Exsricx. That is right. 

Mr. Narcuer. Name some of the countries. 

Mr. Evprick. I have been in the United Kingdom, France, Ger- 
many, Italy, Spain, and Portugal. 

Mr. Narcuer. And you feel that the people in Italy generally know 
what is being done by the United States ? 

Mr. Exsricx. Yes. I see no possible objection to any action we 
might take to make that doubly sure. We would like very much for 
them to know that we are helping them. Of course this could be over- 
done to a certain extent, in view of the fact the donor nation is never as 
popular as it might be. Giving does not necessarily create friends, ex- 
actly, but it is in our own interest to do this, of course. I am not argu- 
ing against making the fact of our aid known to the people. I simply 
wanted to point out that the more you emphasize the fact the less, per- 
haps, the return would be. 

Mr. Narcuer. You and I agree it is hard to buy friends. It is a 
difficult task, 

Mr. Exsrick. Very difficult. 

Mr. Narcuer. As far as military assistance is concerned, I can 
inderstand why the specific amounts directed to different countries, 
probably should not be advertised but as far as technical assistance and 
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all the other economic programs are concerned, I see no reason why 
the people generally in those countries should not know what is being 
done for them. In many of the countries that have received mutua| 
security assistance from this country since the war, I do not feel many 
of the people in those countries know what we are doing for them, 
because if they did we would not have the feeling we have in some of 
these countries. I do not believe if the people generally in a lot of 
these countries knew what we were doing for them they would feel as 
unkindly toward usas they do. And I feel that especially in a country 
like Yugoslavia the people should know what is being done for them, 

Mr. Chairman, at this point I would like to request Mr. Elbrick to 
file a short statement in the record as to the future policy of the State 
Department in this regard. 

Mr. Passman. Without objection, it will be filed at this point in the 
record. 

(The information requested was supplied to the committee.) 

Mr. Rooney. Off the record. 

(Discussion off the record.) 


AID TO SPAIN 


Mr. Natrcuer. I want to ask you a question concerning our assistance 
to Spain. In your statement to the committee you said: 

We are asking a total of $28 million of which $2 million would be for technical 
exchange, $5 million for surplus agricultural commodities, and the balance for 
equipment and raw materials in the field of power, transportation, irrigation, 
and reclamation. 

Give us some information concerning the power, transportation, 
irrigation, and reclamation projects. 

Mr. Van Dyke. For example, I am informed that the military is 
very much interested in the improvement of the railroad line running 
from Cadiz in the south to Madrid and on up to some of the bases which 
are being built farther north. Now, the Spaniards think this is one of 
their best railroad lines, but United States military experts think it 
could stand a good deal of improvement, because these bases must be 
served in part by the railroad. So we will be providing ties, for exam- 
ple, and railroad cars and signal equipment to improve that particular 
line. 

The ports through which many of these military supplies will flow 
also appear to be inadequate, in the opinion of our military, so we will 
supply some cargo-handling equipment under this program. 

There are areas in Spain which appear to be potential farming areas, 
and which are not now able to produce anything because of lack of 
water. Water is nearby and by improving the irrigation facilities we 
can open up land and provide employment to some of the impoverishe( 
Spanish farmers, particularly in the south. Some of the equipment 
monev will be used for that type of operation. 


ELECTRIC POWER PLANT 


Mr. Narcuer. What about the electric power project? What do 
you have along that line? 

Mr. Van Dyke. Spain has been probably overly dependent upon 
hydroelectric power as a source of energy. Rainfall in Spain is very 
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yratic; Some years it is good and some years it is bad. I think this 
yar it has been good, but for 3 or 4 of the past 5 years, the rainfall 
jas been quite inadequate. Last year, for example, I am told that the 
dustrial production in Spain could have been increased 5 percent 
jad adequate power been available. This program will help Spain 
iuild some thermal plants to supplement their present hydro facilities. 

Mr. Narcuer. Do you have any figures on that, Mr. Van Dyke. 

Mr. Van Dyke. I do not have specific figures on the plants. I can 
ll you that we are planning to spend $6 million for that type of 
equipment. 

Mr. Narcuer. About 6 million ? 

Mr. Vaw Dyxe. Yes. 

Mr. Natcuer. You do not have the number of plants, showing just 
how this money is to be expended ? 

Mr. Van Dyke. No, sir; it will depend upon negotiations which 
have not yet been taken up with the Spanish Government. We can- 
not, of course, discuss these specific items until the money is appro- 
priated. But this is an area in which our people feel that some im- 
provement is necessary if we are to support the Spanish economy in 
iway which will help them support themselves in this defense effort. 

Mr. NatcHer. During the past 5 years, Mr. Van Dyke, have we 
expended any of our funds for electric power projects in Spain? 

Mr. Lennon. My name is Harry Lennon. I am the program officer 
under Mr. Van Dyke. 

Mr. Natcner. Go right ahead, Mr. Lennon. 

Mr. Lennon. We have expended some funds, on equipment for 2 
thermal powerplants in fiscal year 1954 and on boilers for 3 more 
lants this year. Other equipment was programed in both years for 
the elimination of some power system bottlenecks. 

Mr. Natcuer. Right on that point, can you tell us the approximate 
amount ? 

Mr. Murpny. $17.9 million through the fiscal year 1955. 

Mr. Lennon. And as to next year’s plans, one of the big bottle 
necks in Spain is transmission equipment, and a good part—although 
I cannot tell you exactly how much—of the $6 million will undoubt- 
edly go into transmission equipment which will help the Spaniards 
to make far better use of their existing hydroelectric and thermal 
power facilities. 


ELECTRIC POWER PROJECTS IN YUGOSLAVIA 


Mr. Natcuer. Mr. Van Dyke, during the past 5 years, have we 
expended any of our funds for electric power projects in Yugoslovia 

Mr. Van Dyxe. I would like to check that, but I think the answer 
is “No.” 
_Mr. Natcuer. At this point in the record, if you find that to be 
different, you can insert the information. 

(The following statement was subsequently supplied :) 

During the past 5 years no electric power projects were financed under this 
program in either Yugoslavia or West Germany. 

Mr. Van Dyxs. I would like to have that privilege if I may. 

Mr. Natcuer. The same as to West Germany. 

What about Germany ? 

644185515 
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Mr. Van Dyke. I think the answer is also no, but I would als, 
like to correct that for the record if I may. 
Mr. Narcuer. Very well. Thank you. 


POWER PLANTS IN SPAIN 


Mr. Denton. With reference to the electric light plants that we ay 
to build in Spain, who does that, the Government or the private uti 
ity companies / 

Mr. Van Dyxe. In Spain a considerable part of the utilities ay 
Government-owned. I think we have—lI am certain that we haye 
been urging the Spanish Government to put more of this busines 
in the hands of private companies, But up to this time we have deal 
with both private companies and Government-owned companies. 

Mr. Denron. When you deal with private companies, what ar 
rangements do you have with them ? 

Mr. Van Dyke. We make funds available to the Spanish Govern 
ment which, in turn, decides which particular Spanish company j 
to be permitted to import the equipment. 

Mr. Denton. Suppose a Spanish utility company gets the money 
to build a powerplant and you give the money to the Spanish Gov 
ernment; do we get any reimbursement for that? 


USE OF SPANISH COUNTERPART FUNDS 


Mr. Van Dyxe. The Spanish Government deposits counterpart 
commensurate with the dollar cost of that equipment. This counter 
part is divided into three parts: 60 percent goes to the United States 
Defense Department, to pay for the cost of the United States bases 
10 percent goes into the general United States account to pay for any 
expenses that the United States Government may have in Spain, in 
cluding base construction; and 30 percent goes to Spanish account 
to provide funds to strengthen sectors of the Spanish economy sup 
porting defense capabilities. 

Mr. Denton. You had $17.9 million for electric light plants i 
Spain. How much of that did we get back? 

Mr. Van Dyke. We will get 70 percent of that figure in Spanis 
pesetas. 

Mr. Denton. Did that come back from the Spanish private utili 
ties or from the Spanish Government ? 

Mr. Van Dyke. Well, that comes direct to us from the Spanish 
Government, and the Spanish Government 

Mr. Denton. You got it back from the Spanish Government an 
how they did the business is not our affair. 

Mr. Van Dyke. I do not know. Normally the Spanish Govern 
ment requires the company to pay in pesetas. 

Mr. Denton. Of that $17.9 million that you had, we got back 7 
percent then ? 

Mr. Van Dyxe. That is correct. 

Mr. Denon. Off the record. 

(Off the record discussion. ) 

Mr: Denton: Now, let me get this on the record : How is that 70 per 
cent distributed that you get back ? 





Mr. Murruy. In the case of Spain, 60 percent of that is made avail- 
able for use of the United States in furtherance of construction of 
bases in Spain, for the Air Force and Naval bases; 10 percent 1s given 
iy the United States for general use. In other words, the Embassy 
can use it to pay local employees. 

Mr. Denton. In our mutual security figures, did we get credit on 
that, or just how does that come back to the United States ! 

Mr. Murpny. The saving to the United States shows up by reducing 
the net amount which must be appropriated for the Defense Depart- 
ment construction program in Spain. 


TOTAL FUNDS FOR PROGRAM IN EUROPE 


Mr. Denton. Now, as I understand it in this program for Europe, 
there is only $85.5 million to be expended in the whole of Europe, 
other than country exchange ? 

Mr. Murpny. That is correct. 

Mr. Denton. Is there any money that is expended in any other 
country, or any money, other than is shown here, that has been re- 
served or obligated prior to this program ¢ 

Mr. Murpuy. Oh, yes. We are still liquidating prior year’s pro- 
gram for the fiscal vear 1954. It is still not completed, and expendi- 
tures are being made under it. 

Mr. Denton. That is on page 3 ¢ 

Mr. Murpuy. Yes, it isshown on page 3. 

Mr. Taper. I understand that the table on page 5 is in the record 
already ¢ 

Mr. Murpny. Yes. 

PROGRAM IN SPAIN 


Mr. Taser. Turning to the Spanish picture, there seems to be $5 
milion that is gomg for surplus agricultural commodities, and about 
%21 million for other commodities. What other commodities? 

Mr. Van Dyke. I will give you the complete list. 

As you indicated, surplus agricultural commodities, $5 million, and 
we expect that to go for cotton. The second item is for equipment and 
supplies for rehabilitation of strategic rail lines, $6.9 million. 

Equipment for improved civil aviation flight control, $500,000. 

Cargo handling equipment, $700,000. 

Petroleum testing equipment, $100,000. 

Agricultural equipment, $2.7 million. 

Reclamation, resettlement and irrigation, $3.1 million. 

Fertilizer production equipment, $1 million. 

Supplies and equipment for electric power and distribution, $6 
million. 

That makes a total of $26 million. 

Mr. Taner. Is that table on page 39 in the record ? 

_Mr. Van Dyke. No, it has not been put in the record. I would just 
like to add, of course, that these are program figures; this money has 
hot yet been appropriated by the Congress, but these are our best esti- 
mates as to the needs of the Spanish Government. 

Mr. Taser. Is this program something that should or should not 
be in the record ? 
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Mr. Van Dyke. We have no objection to the Spanish knowing tl. 
kind of things that we think they need in order to make our base coy. 
struction go more smoothly. I cannot guarantee that the Spanish 
will agree with us in all-cases, 

(The table above requested follows :) 


ILLUSTRATIVE FISCAL YEAR 1956 COUNTRY PROGRAM FOR COMMODITY SHIPMENTS 
SPAIN 


Illustrative use of dollars 
See. 131: Millions 


Equipment and supplies for rehabilitation of strategic rail lines________ 6.9 
Equipment for improved civil aviation flight control 5 
Cargo handling equipment Cadiz (key port serving Seville and joint 


POL testing equipment 

Agricultural equipment and spares 

Reclamation, resettlement and irrigation 

Equipment for fertilizer production 

Supplies and equipment for electric power production and distribution_ 


Grand total 


Mr. Taser. Will you tell us whether or not they are asked to tell 
you what they want ? 

Mr. Van Dyxe. In each case the Spanish Government makes a spe- 
cific request to us which is arrived at after negotiations between the 
two Governments. 

PROGRAM IN YUGOSLAVIA 


Mr. Taser. In Yugoslavia, you have a $35.5 million program for 
commodities. Of that $20 million is for surplus agricultural com- 
modities. Is that correct ? 

Mr. Van Dyke. That is correct. 

Mr. Taper. And what else is there? 

Mr. Van Dyke. Earth-moving and highway equipment, $4 million. 

Industrial machinery and spare parts, $2 million. 

Port and terminal equipment, $1 million. 

Coal, $1 million. 

Wool, $3.5 million. 

Fertilizer, $1 million. 

Transportation, $3 million, 

The total is $15.5 million, which, when added to the $20 million for 
surplus agricultural commodities, gives the entire commodity program 
for defense support of $35.5 million. 

I must again add a word of caution, that this is a program which 
we believe would be highly desirable in Yugoslavia, but has not been 
discussed with the Yugoslav Government, of course. 

Mr. Taser. Will you set that out as a table in the record ? 

Mr. Van Dyke. Yes. 
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(The information requested follows :) 


YUGOSLAVIA 


Fiscal year 1956 program (illustrative) 
[Million dollars] 
Agricultural commodities : Defense 
See. 402: support 
BE I as cs arcs regener gs reser ee eek inane deeee 11.0 
5.5 
TS aii sits se sini a esac ves nce adnan io te tks scsi a ae 
Transportation 
Fertilzer 
Other 


Total 
Industrial commodities : 


Earthmoving and highway construction equipment 
Port and terminal facilities 

Spare parts 

Miscellaneous, e. g, rubber, pharmaceuticals, 


Transportation of commodities (excluding 402) .._-___----_------------- 
Technical exchange: 
TIT a a ast Te sal cltlonas ecccilasigign ned aawiannaee eae 
Nh ar a a gs ot hnmekn neil 
Transportation and communications TA_----_-_-____.-------------- 
Public administration 
Community development 
Miscellaneous 
Technical support 


Grand total 


Mr. Taper. You have $3.5 million for wool. Do they not raise 
lot of sheep in Yugoslavia ? 

Mr. Van Dyxe. They still have a very high import of wool. I think 
if you will look at the past program in ‘Yugoslavi ia, there has not been 
a single year in which they have not requested wool from the United 
States. 

Mr. Taser. But at the same time, did they not used to be a very large 
exporter of wool, a very considerable amount of wool ? 

Mr. Van Dyxe. Not to my knowledge, but I would like to check that 
for the record. I do not believe there has been a net wool export from 
Yugoslavia in recent years. 

Mr. Taper. Do they not have coal in their country ? 

Mr. Van Dyke. They have a very low-grade lignite. The coal 
which they have imported from the United States, in an amount which 
has been quite substantial, is largely coking coal and anthracite. 

And, again, in each of our programs for the last few years some coal 
has moved. During the current year, that is, the fiscal year 1955, a 
total of $5.8 million worth of coal was supplied to Yugoslavia. That 
is exclusive of transportation. 
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TeCHNICAL ExCHANGE PROGRAM 


Mr. Taser. What kind of a job do you intend to do with these ex. 
change of persons for which you have $9.5 million set up? 

Mr. Van Dyxe. Let me give you an illustration, which came to my 
attention just yesterday. I was visited by a man who works with the 
European Productivity Agency in Paris. His salary is paid under 
this program. What he has been doing for the past year is to go 
around Europe and indicate to interested Europeans better methods 
of retail selling. 

In Denmark, for example, he reported to me that he had unusual 
success, that the Danes have taken to the idea of self-service stores 
with great enthusiasm. Whereas a few years ago they had culy a 
handful of self-service stores, at the present time there are a thousand 
self-service stores in Denmark. 

One of the other things which this has done, for example, is to pro- 
vide a market for 150 cash registers, sold by the National Cash 
Register Co. to these concerns. 

The EPA retail merchandising team was invited to go down to 
Yugoslavia and went down there, despite the fact that the Yugoslavs, 
ideologically, have no profit motive. He said that he was amazed ot 
the response to their visit in Yugoslavia. 

The people came from 30 to 40 miles away just to hear them speak 
in the seminar. The rooms were always crowded, and he said the 
towns had to forego going to movie entertainment for the evening be- 
cause there was no other hall large enough to take care of the people 
‘sho came to hear them speak. 

This is one of the illustrations of Americans going over there. 

We have a hybrid corn-exchange program in Yugoslavia at the 
present time. We have experts on these hydroelectric power matters. 
And on the reverse flow, we have Yugoslavs coming to this country. 
A substantial number of them are coming over here to learn Ameri- 
can techniques, primarily. 

The Yugoslav economy is not as highly developed as many of the 
other European economies are, and they come here to observe our in- 
dustrial operations and to learn things they can take back home to 
improve their own economy which, in turn, assists the defense effort. 

Mr. Taser. Do you bring people out of the factories to the United 
States ? 

Mr. Van Dyke. We try to reach key people from the industrial life 
of these countries, and in many cases—in almost all cases, I might 
say—they are at the executive level, the sales executives and the pro- 
duction executives. 

Mr. Taser. How about machinists? 

Mr. Van Dyke. We are also bringing people from the ranks of 
labor. We are tending away from technological programs in the tech- 
nical-exchange field. We believe that the thing America has that is 
most useful to Europe is not technological advance, because the Ger- 
mans and the British and others over there are technologically about 
as far along as we are; but they have failed to understand the idea 
of marketing and distribution sales and human relationships, and it 
is to that area that we are devoting most of our effort. 
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Mr. PassMAn. I am sure we will be asked this question on the floor, 
ad that is why I am asking it now.. What would be the advantage, 
and just why do we have to pay the salary of anyone to go to Denmark 
i) train the Danes in establishing and operating a self-service store, 
shen according to my understanding, they were the originators of it / 
They originated that type of store, did they not ? 

Mr. Van Dyke. The report I have shows in 1950, they had only 
, handful of self-service stores. Now, the facts are that the retail 
teams to which I have alluded have been there on 1 or 2 occasions and 
asa result of their visits, primarily, I am told, the self-service idea has 
caught on and there are some thousand now. 

Mr. Passman. Why would it be to our advantage to do that? That 
is what puzzles me. 

Mr. Van Dyke. This is an effort to bring lower costs of living to 
the people of Denmark. The self-service idea is an efficient idea, and 
isa way to improve people’s income, without giving them additional 
money. 

Mr. Passman. Did not the food store cooperatives originate in 
Denmark ? 

Mr. Van Dyke. I think the cooperative idea did, possibly. 

Mr. Passman. That was to bring prices down. 

Mr. Van Dyke. Yes. 

Mr. Passman. And we copied that phase in America; if I am not 
mistaken, it goes back to about 1923 or 1924. 

Mr. Van Dyke. I think we got the cooperative idea there, yes. 

Mr. Passman. And it branched off from Denmark and we are now 
trying to improve the methods which they taught us. Would that 
bea proper interpretation of what we are doing ? 

Mr. Van Dyke. I think, sir, that we have improved on what they 
gave us. 

Mr. Passman. We took an idea from them, improved upon it, and 
we are going back to teach them how to better what they originally 
taught us. 

Mr. Van Dyxe. That isa good summary. 

Mr. Taper. Do we send a lot of teachers and carry on that sort of 
program over there? 

Mr. Van Dyxe. Mostly the people we send over there are industrial 
experts and industrial consultants. Occasionally, there is someone who 
is teaching in the field of industrial relations. Generally, the liberal 
arts kind of teaching is not handled under this program. 

Mr. Taser. Is that not handled by your organization ? 

Mr. Van Dyke. No,sir,notasarule. The intellectual and cultural 
aspects of the exchange program, and the exchange of persons pro- 
gram are in the State Department. 

Mr. Rooney. Is a part of this money used to pay the tuition for 
these people in. American universities as well as their travel here, and 
their cost of living? 

Mr. Van Dyke. We do have some arrangements with certain Ameri- 
can universities; for example, at the present time, there is a group of 
Spanish industrial engineers who are attending special courses at 
Syracuse University. 

Mr. Taper. How many? 

Mr. Van Dyke. Sixteen. 
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Mr. Rooney. On page 61, section 3, of the justifications, you refe 
to the payments of tuition and other dollar costs of about 500, Euro. 
peans taking specialized courses in the United States. 

Mr. Van Dyke. Not all 500 are taking specialized courses. Some 
the money will be used for tuition. But the wording used there, per- 
haps, is not the best. 

Mr. Rooney. Five hundred refers to Europeans taking specialized 
courses in the United States. Is that not a correct interpretation of 
the language contained in the sentence, such as you have at page 51! 

Mr. Van Dyke. I believe you are correct. 

Mr. Roonry. Well, I am glad you said that. 

Mr. Van Dyke. I misread that myself. There are some atomic 
scientists involved in this. There are some scientists in fields other 
than the atomic energy field; there are some medical doctors. 


CONTINUATION PROGRAM IN YUGOSLAVIA 


Mr. Taxser. There are a lot of things that are supposed to be in- 
volved here that you could tell about, that appear on the different 
pages. I have not had an opportunity to get into this very much, 
but it looks like we are not getting too far along in putting Yugoslavia 
on her feet. 

Is there anybody here that could give me an idea as to just why we 
should go ahead, as far as we have with the Yugoslovian picture? 

Mr. Van Dyxe. I think Mr. Elbrick might want to comment on 
the political angle. 

Mr. Taper. Would you like to do that, Mr, Elbrick ? 

Mr. Exerick. Our objective in supplying aid to Yugoslavia is to help 
Yugoslavia maintain her independence in the face of Soviet and 
satellite pressure. I know, Mr. Taber, that you are aware of the situa- 
tion, the fact that Tito has broken away from the Kremlin. We feel 
that this program, so far, has been successful and that it can be shown 
most easily by reference to the—and I did that in my opening state- 
ment, I think—to the visit that the Soviet Communists political] bosses 
paid to Yugoslavia recently. This, in a sense, was a rather humiliat- 
ing thing for the Soviet leaders to have to do. There is no indication 
as a result of that meeting, although I think the Soviets made every 
effort to try to reconstruct the ideological bonds that formerly existed 
between Yugoslav communism and Soviet communism. 

It is, of course, to his advantage, I am sure, to feel that the Soviet 
Union and the satellite countries are no longer a grave threat to Yugo- 
slavia. I think, however, that Tito—he and his officials of the Yugo- 
slav Government have assured us, and we have other reasons to 
believe—that he has no intention of resuming the old ideological alli- 
ance with the Soviet Union. 

Now, may I add this word off the record? 

(Off the record discussion. ) 


TECHNICAL ExCHANGE PROGRAM 


Mr. Taser. You have $5.5 million in here which is to be loosely 
spread around in the technical business. Where does that go? 

Mr. Van Dyke. That goes to the countries in Europe which are not 
specifically identified in this program. Let me just make a few com- 
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nents on the program we have. In 1953, the Organization for Euro- 
pean Economic Cooperation established the European Productivity 
Agency. They have now reached the point where we expect, subject 
to these funds being made available, to invite this European agency, 
with its staff, to come forward with a proposal for the expenditure 
of this money. We expect to use this money, among other things, for 
the encouragement of European economic integration. We believe 
that by asking them to work with us, they can come up with a pro- 
gram that will help serve that purpose. 

Mr. Taner. Do you have a breakdown by countries, Great Britain, 
France, Italy, Denmark, Belgium, Norway, Sweden, showing where it 
vould go? That is what I am trying to find out. 

Mr. Van Dyke. If you will turn to page 59, you will see the distri- 
bution for 1955. 

The reason we left 1956 blank, is that we do not want to tie the hands 
of the European Productivity Agency in coming forward with their 
projects. We expect them, for example, to circularize their members, 
the members of the OKEC, to come forward with projects they would 
like to see implemented. And once the European Productivity 
Agency has agreed to sponsor a project, they will ask which member 
countries will participate. 

So a team might come to this country, for example, composed of 
Turks, Norwegians, Belgians, and Germans. Or one person might 
come from each of the member countries. Some teams may be of 
interest to only one country. And that team might be composed only 
of one person or of several persons from that particular country. 

For the people going the other way, we do not know yet which coun- 
try the EPA—the European Productivity Agency—will recommend 
be supplied with United States experts. We prefer to let them work 
on these problems somewhat in the same way as they did with the 
original Marshall plan several years ago. 

Mr. Taner. You have here $1,650,000; did I understand you to say 
you are not going to use that this year ? 

Mr. Van Dyke. No; that is money which we cannot identify with 
any particular country because it is used to pay for the services of peo- 
ple i in Washington who are handling the United States end of the tech- 
nical exchange program in fiscal year 1955. 

Mr. Taner. That is the overhead for that setup / 

Mr. Van Dyker. The Washington overhead. That provides 

Mr. Taner. Is that included within the administrative expense limi- 
tation of the FOA ? 

Mr. Van Dyke. No, sir; this is not. 


ADMINISTRATIVE EXPENSES 


Mr. Taner. How much of this $95 million that we have altogether 
inthis program we have been talking about this morning will be used 
for Washington overhead ? 

Mr. Van Dyke. It is $1,050,000 in fiscal year 1956. 

Mr. Taner. You mean in this particular setup ? 

Mr. Van Dyke. In this $95 million, $1,050,000. 

Mr. Taner. You have $1,650,000. 

Mr. Murruy. That isin the previous year, Mr. Taber. 

Mr. Taser. In 1955, that is what I am trying to get. 
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Mr. Mureny. You refer to the total expenditures for the adminis 
tration of the entire $95 million, for the 1955—— 

Mr. Taser. Yes. That is what I am referring to. 

Mr. Mourrny. We would be unable to answer that question, \; 
Taber. Our overall Washington office is organized partly on a ge 
graphic basis and partly on a functional basis. Mr. Van Dyke’s office 
is the only office where work is restricted to one area—Europe—an 
we can give you the cost of that. But in the rest of the organization 
where the functional arrangement obtains the personnel perform 
their functions for all areas of the world and it would be impossib| 
to distribute the costs accurately by geographic area. 

Mr. Taser. Where would we find what the overall was on that! 

Mr. Murruy. That would be in our administrative expense sub. 
mission. We will have the entire cost for the Washington office fo 
administrative operations set out separately but we cannot give you 
an area breakdown, because these people do certain functions whether 
it be for the European or the Near East or Latin America. The 
people who are covered by this $1,050,000 are people who are actually 
engaged in carrying out the projects as differentiated from the over. 
all planning and administrative type functions which are normally 
in the Washington arrangement. 


Western Evrore TecunicaL ExcHance PrRoGRAM 
FIELDS OF ACTIVITY 


Mr. Taxer. I would like to see in the record a breakdown of the 
setup that appears on pages 62, 63, and 64. 

Mr. PassMan. Without objection, that will be inserted in the record. 

Mr. Rooney. That is referred to as field activities? 

Mr. Taser. That is what it says; yes. 


Mr. Passman. You will supply for the record the information 
requested by Mr. Taber ? 
Mr. Murrny. Yes. 


(The information requested follows :) 


Frevtps or ACTIVITY 


Nore.—The $6.5 million which includes $5.5 for Western European countries 
other than joint-control areas and $1 million for joint-control areas is intended 
to cover the dollar costs of some 1,000 Europeans to visit the United States for 
short specialized studies of economic and marketing problems; the tuition and 
other dollar costs of about 500 Europeans taking specialized courses in the 
United States, and to pay the dollar salaries of approximately 100 United States 
experts, some of whom will serve on the staff of the EPA and the country pro- 
ductivity centers. Others will spend shorter periods in Europe advising ani 
assisting on specific problems. Also included in the request are funds to cover 
cost of United States operating personnel in Europe and Washington. The ex 
penditure of these funds, under present plans, will not be on a bulk grant basis. 
Rather, the United States will review individual projects which have been sub- 
mitted under procedures outlined above. Only for projects that fall within the 
criteria established for this program will financing be made available. In gen- 
eral, such financing will cover only the dollar costs of the proposed project 
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it is estimated that on an overall basis the cost of projects to the United States 
is one-third to one-half of the cost to the Europeans. 


Amount 
(in thousands ) 


1, Management development: Supplying United States experts in the 
major fields of effective management-industrial relations, produc- 
tion and quality controls; team visists to the United States and 
longer term study at United States business schools; university 
contracts for development of graduate and undergraduate training 
in European universities. Special industrial relations impact teams 
(labor leaders, management, government Officials) from France and 
Italy to meet one of the key problems of the countries 

2 Marketing and distribution: Visists to the United States to study 
and observe methods of warehousing, wholesale and retail mer- 
chandising. Supplying United States experts to continue the suc- 
cessful demonstration and seminars on those subjects throughout 
Europe 

8, Community self-help: The EPA is placing major emphasis on aiding 
country productivity centers in encouraging local level programs to 
mobilize and utilize resources and initiative to meet the problems 
of economically distressed European communities. United States 
assistance will and in stimulating Europeans to analyze their own 
problems and mobilize resources; show Europeans how United 
States voluntary civic groups have acted on their own similar prob- 
lems and provide experts to assist on such specific problems as 
industrial surveys. Part of the funds will also be used to finance 
study trips of groups of community leaders_____-__-__-_-_------- 

. Development of competitive business practices: Study groups of rep- 
resentatives of European legislatures, trade associations and civic 
leaders to develop a broad understanding of the United States 
free enterprise system as it is regulated and nurtured at top busi- 
ness, governmental and civic levels___...........__._____.-____-- 

5. Housing: Housing activities will be directed toward stimulating ade- 
quate construction of homes for workers’ families. Projects in 
improvemcnt of financing methoas, org: nization ot the building 
industry, and modern construction methods. Team visits; United 
COIN GI i a eect eminem _ 

3. Government administration : Projects to assist in the reform of fiscal, 
legal, and administrative institutions necessary for economic ex- 
pansion and the creation of a more adequate capital supply__--_-- 

. Collective bargaining techniques: Helping European unions in key 
industries to improve their collective bargaining techniques with 
special attention to training of shop stewards and local officials. 
Attention will be directed toward helping unions improve their 
competence in the economic sphere as contrasted with present 
emphasis on political concerns. United States experts, team visits, 
CETERA WR iii i cette aint nm ep srende need 

. Manpower utilization: Providing United States specialists to pro- 
mote more efficient labor market operations through improved 
employment service operation, overcoming obstacles to movement 
of workers among countries and to develop manpower mobiliza- 
tion planning skills 

. Agricultural training and extension: Support the OEEC program 
for increasing agricultural extension, improving work methods 
and farm management and developing efficient use of agricultural 
equipment through supplying United States experts and bringing 
Europeans to the United States for training 

. Strengthening free trade unions: Strengthening free trade unions to 
combat Communist control of labor organizations particularly in 
France and Italy by team visits, United States experts and train- 
ing of young trade union leaders in the United States c 

- Scientific training projects: This will include continuation of four 
major activities for specialized training in the United States: in- 
tensive post doctoral research in United States laboratories by 
selected European scientists; similar training for selected Euro- 
pean doctors ; participation by Europeans in the AEC’s courses for 
peaceful uses of atomic energy, and continuation of program of 
the Farm Federation for training of young European farmers____ 
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Amount 

(in thousen,, 
12. Arranging and supporting of self-financed projects: Europeans have 
been encouraged to finance both dollar and nondollar cost of proj- 
ects which, while desirable in themselves, cannot be financed by 
FOA because of limited funds. It is important that such proj- 
ects receive the same careful advanced planning and management 
as regular projects if they are to be of maximum value. In fiscal 
year 1956, therefore, it is proposed to earmark separate funds to 
cover the arrangements, management, and interpreters’ costs for 
such teams in which the participants will cover all their own direct 
costs. It should be noted, however, that self-financed projects 

must meet normal technical exchange criteria_________-_--_---_~- $250 


OPERATIONS COST 


1. European support and arrangements: One of the most important seg- 
ments of a reduced technical exchange program is represented by 
small United States technical exchange staffs abroad. Day- 
to-day contact with the national productivity centers and other 
country agencies concerned is one of the most effective ways 
in which the United States can influence EPA and country 
programs. Mission technical exchange staffs in fiscal year 1956 
will work with country centers in planning and implement- 
ing EPA and coordinated programs, in broadening the scope of 
these programs, in developing and carrying out projects approved 
and financed in fiscal year 1955, in following up on results of earlier 
projects, and on the use of 115 (k) counterpart funds, and in insur- 
ing that full use‘is made of experience gained in earlier activities 
SERIE TIN book ie ss, cued. fn usiesubasnanbba 1, 000 

2. Washington support and arrangements: Each project requires cer- 
tain services which can only be carried out by a backstopping staff 
in the United States. Thus, team itineraries have to be arranged, 
technical experts selected, interpreters provided. Part of these 
backstopping arrangements are contracted out to other United 


States Government agencies and to private contractors____________ 800 
ORD) is Sais etl Pt) See ee eit stl = pita ete bth. seers 6, 500 

Less funds to be provided from joint control area funds for Ger- 

WaAnDy. OU Aerie a os ase cae ecb ais old ke bee, —1, 000 
Total, Western Europe technical exchange_________-_-___________ 5, 500 


Mr. Passman. Mr. Wigglesworth. 

Mr. WicGiesworrn. Those fields of activity are 1955 fields, 1956 
field, or both? 

Mr. Van Dyxe. These are fields of activity which we think would 
make a desirable program for 1956. 

Mr. Wicetesworrn. Are you operating in those fields right now! 

Mr. Van Dyxe. I think we are in all of those fields, yes; I am 
quite sure we are. 

Mr. WiccieswortH. You call this technical exchange. What is the 
difference between the technical exchange work and the technical 
cooperative or technical assistance work, as we have called it in the 
past ? 

Mr. Murrpuy. Technical cooperation is the term that refers to as- 
sistance granted under the original Point-Four Act. 

Those funds are confined, Mr. Wigglesworth, by the terms of the 
law, to underdeveloped areas. 

Mr. Wicctrsworrn. What is the distinction in the character of 
work; if any? 

Mr. Murruy. The distinction, I think, is basically a question of 
advancement. In the underdeveloped areas, we are starting at a much 
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jower level in the type of assistance that is being demonstrated—on 
, much more fundamental basis, whereas in the highly developed 
European areas, it is much more technically advanced. 

Mr. VAN Dyke. There are, of course, many similarities. 

Mr. Wiceieswortu. Well, you apply the same principle do you 
jot; you use these funds instead of taking them out of technical co 
oper ation: is that about it ? 

Mr. Mureny. Yes; that is one way to put it. The Technical Co- 
operation Act, as I say, would not allow us, by the terms of the act, to 
axtend this kind of program to the developed countries. 

Mr. Wicereswortu. How long have you been doing this technical 
exchange work as distinguished from technical cooperation work ¢ 

Mr. Murpny. It has been going on since the inception of the Mar- 
shall plan. Since 1948; it has been a component of this type of pro- 
gram ever since then. 

Mr. WiccLteswortH. What then is the need for separate technical 
cooperation work ? 

Mr. Murrny. The Marshall plan, of course, covered only Europe 
in 1948 through 1950, and when the point 4 program was passed by 
Congress, it was designed to have the program carried outside of 
Europe, into these underdeveloped areas. 

Mr. Taper. I wonder if you wouid yield right there for a question ¢ 

Mr. Wiceieswortu. Certainly. 


TECHNICAL FILM PROGRAM 


Mr. Taser. How many do they have who are preparing broad- 


casts and reels that are sent over in the nature of propaganda in these 
other countries ? 

This is the place that it stems from, is it not / 

Mr. Murpuy. I am not sure. We have an audiovisual group in our 
Washington office. 

Mr. Taser. I understand that = have sent something like 8,000 
reels across the water in the past yea 

Mr. Murpuy. Are you speaking of ‘propaganda ! 

Mr. Taner. Yes. A great deal of it is ver y questionable. 

Mr. Murpry. I am not aware of that, sir. I would have to check 
on that to find out what the story is. 

Mr. Taser. I want to know what is going on along that line. 

Mr. Murpny. I will be glad to find that out and supply you with 
that information, Mr. Taber, I do not know. I do know that we do, 
in case of demonstrating techniques, use the motion-picture films as 
a technique; in other words, to demonstrate how to do things fre- 
quently in the technical field it is better to do it by film than by the 
written word. 

Mr. Taser. I do not care what you show them, but some of this 
propaganda business I think ought to be checked. 

Mr. Murpny. I will be glad to find out to what extent. 

Mr. Taser. I want to know what it is. 

Mr. Van Dyke. You may be referring to the film library main- 
tained by the European Productivity Agence: y. That was built up over 
a period of years by the Paris group and was turned over to the 
Agency last year. There are many films in the library designed to 
show improved management techniques, improved ways of doing 





232 


things. Mostly they are supplied by United States industry, for 
example, films which the General Electric Co. prepares. 

Mr. Taser. I think the whole picture will bear checking. I want 
to know what there is to it. 

(The following statement was supplied for the record :) 


TECHNICAL FILM PROGRAM FOR EUROPE 


The technical film program was established to assist the countries of Wester 
Europe in raising their industrial and agricultural productivity by means of the 
same United States technical and training films which had proved so effective 
in United States industry. 

The program began in 1951 with the selection of 700 technical films drawn 
from United States industry, agriculture, ard government. These films were 
sent to Europe, where they have been adapti:d into the languages of the coun. 
tries participating in mutual security prog-ams. 30,000 prints of technical 
motion pictures and 50,000 prints of corre.ated filmstrips are in daily use 
through European film libraries. It is estimated that 15,500,000 Europeans have 
seen these films to date. 

The films cover wide technical fields—farming, use of industrial rubber, con- 
struction and building, generation and transmission of electricity, food process. 
ing, materials, handling, machine-shop practice, foundry practice, textile manu- 
facturing. They were made available for the program by United States con- 
panies and by United States Government agencies. No films were produced 
specifically for this program. 

The film program has been administered by the United States Department of 
Commerce under contract to FOA (and previously to MSA and ECA). Obliga- 
tions for the program from its beginning to the present amount to about $15 
million out of appropriated funds. In addition some “5 percent counterpart” 
was used for translation and adaptation in years prior to 1953. As of this fiscal 
year, no further United States financing is requested and the European Produc- 
tivity Agency of OEEC has taken over complete financial and operating responsi- 
bility for continuing the program, making it the nucleus of an expanded film 
program of its own. 


OPPOSITION TO FIELDS OF ACTIVITIES 


Mr. Wicctesworru. This breakdown of fields of activities seems to 
pretty much cover the waterfront—government, industry, labor, 
housing, and so on. 

Have you encountered any opposition on the part of any of these 
countries to this work on our part within their own countries? 

Mr. Van Dyxe. You might have seen in the New York Times of 1 
few days ago that the Communist-dominated labor union in France 
has called upon its members not to cooperate with this program be- 
cause they think any increases in production which result from in- 
creased productivity will go into the pockets of the bosses rather than 
the workers. We have encountered opposition to it from Communist 
sources. 

Mr. Wiccirsworrn. I was thinking more of government opposition. 

Mr. Van Dyxe. There has been no opposition from the govern- 
ments as such. ‘There have been individuals, of course, that have 
spoken about it. One of the teams which recently went to the Nether- 
lands was decorated by the Government of the Netherlands for its 
work there. We have many laudatory letters from governments and 
from firms with which they were in contact. 

Mr. Wiceiesworru. I can understand how some of these activities 
could be extremely helpful if the government on the receiving end 
approves, but it seems to me we are getting into details to such an 
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stent in this program that it might well create some opposition, and 
jat is Why I asked the question. 

Mr. Murpny. As a general rule, I might say at this point we do 
thing in this program unless we have a request from the other 
wntry. These technical assistance projects usually stem from a re- 
yest signed by the other country to carry on the activity. In that 
nse, there is complete lack of opposition. 

Mr. Van Dyke. The essential purpose of this program, I might say, 
sto Maintain contact with key elements in the European business 
ommunities to try to work with them toward the purposes that we 
| have in mind—a better way of life and more leisure and freedom 
fr people in these countries. 


GOVERNMENT ADMINISTRATION 


Mr. Wieeteswortu. I notice that you have a project here entitled 
‘Government Administration,” a project to assist in the reform of 
fiscal, legal, and administrative institutions necessary for economic 
«pansion and the creation of a more adequate capital supply. I 
vould imagine some governments would resent our trying to tell them 
how to run their own government business better. 

Now, as far as Europe is concerned, the table inserted, page 3 of 
wetion ITT, indicates that the request that you are making for $95 
nillion compares with obligations in the current year of $213,200,000, 
id with $583,200,000 in the fiscal year 1954. 

Mr. Van Dyke. That is correct. 

Mr. Wiae.tEswortnH. And aside from this $9,500,000 that we have 
ken talking about, for so-called technical exchange, all the money is 
for Spain, Yugoslavia, or Berlin. 


DEVELOPMENT OF AMOUNT OF 1956 PROGRAM BY COUNTRIES 


Now, let me ask you one other question. You come and tell us that 
you want $40,500,000 for Yugoslavia, if we approve all 3 programs, 
ind $28 million for Spain. The Foreign Affairs Committee appar- 
eitly reached the conclusion that you needed $50 million for Spain. 
Vhat is the yardstick? What is the broad basis on which you arrive 
ita specific figure which you present to the Congress? Is it the old 
lollar-gap principle? What is the fundamental basis? You have 
given us some generalities. How did you arrive at this figure, and 
how do you arrive at any particular figure ? 

Mr. Van Dyke. There are elements of the dollar gap in it. Basically 
our approach is to relate this aid to specific types of commodities, or 
specific projects which we think serve United States interests directly. 

Let me refer again to the Spanish railroad situation, where our Mili- 
tary Establishment is very much interested in improving rail lines. 
This program is designed to supply the equipment which will go di- 
rectly into that project. In Spain again we are concerned with the 
«xtreme fluctuations which occur in Spanish agriculture, which have a 
vtlance of payments impact. 

_ Lack of rainfall may cost Spain $100 million in a given year. We 
lieve this is an unsettling factor which might have repercussions in 
rms of our own interests there, in connection with our military ac- 
tivities. Therefore, we believe it is in the interests of the United States 
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to spend a limited amount of money to help them improve their irri. 
gation and to rehabilitate certain underdeveloped lands in order to 
bring about a more stable type of agricultural production. 

Mr. Wiceteswortn. What basis are we going to use for checking 
your mathematics? How do we know $28 million is a reasonable fig. 
ure, or whether the House Foreign Affairs Committee’s figure of 
$50 million is reasonable, or whether it should be substantially more 
or less ? 

Mr. Van Dyke. For these countries for which we are requesting 
aid, we have submitted some information in addition to the informa. 
tion supplied for other countries. You will find an estimated dollar 
balance of payments for Spain. 

Mr. WicG_eswortH. On page 37. 

Mr. Van Dyke. We have the same thing for Yugoslavia. 

Mr. Wiceieswortu. Let us look at the net balance of payments. 
That is an adverse balance of $87 million for Spain. 

Mr. Van Dyke. That is correct. 

Mr. Wiccteswortn. For the fiscal year 1956? 

Mr. Van Dyke. That is correct. 

Mr. WiccieswortH. Against that you propose to put in $28 million. 

Mr. Van Dyke. $28 million of new obligational authority. 

Mr. Wicetesworrn. Is that included in that table, or will it offset 
to that extent the $87 million ? 

Mr. Van Dyke. It will help make up the $87 million gap which you 
will notice is covered in the next line under special dollar receipts. 
Now Spain is receiving dollars from other sources as well as this par- 
ticular program, but expenditures from the $28 million will help cover 
that gap. 

Mr. WiacieswortH. It will help close the gap of $87 million ? 

Mr. Van Dyke. Yes. 

Mr. WiceLeswortH. What you did in this in this instance was to 
propose a sum that would offset the contemplated adverse balance of 
payments and to break that down into what might be called an illus- 
trative program which may or may not be approved by the Spanish! 

Mr. Van Dyke. That is correct. 

Mr. Wiceieswortu. Is that a general principle that you have used 
in arriving at these figures that we are going to consider here? 

Mr. Van Dyke. In general that is correct. I might point out, how- 
ever, that in the import line in the balance of payments, there is in- 
cluded some equipment for improving the Spanish railroads which 
would not be included if the United States Government did not want 
those railroads improved, so our being there has the effect of adding 
to their balance of payments gap. 

Mr. Wice.eswortn. Looking at Yugoslavia, I see on page 47, sec- 
tion 8, that the anticipated adverse balance of payments is $47.9 
million—you plan to just about offset that adverse balance of pay- 
ments by the dollars we provide. 

Mr. Van Dyke. Yes. 

Mr. Wiccteswortn. And the amount you recommend here of 
$40,500,000 is included in the $47,400,000 ? 

Mr. Van Dyke. That is correct. 

Mr. Denton. I notice in this statement that they are sending $35 
million in surplus agricultural commodities to the United Kingdon, 
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and $320 million more is being spent that way in Europe. What reason 
is there for spending that amount for economic aid in Europe when 
‘heir recovery has been as good as it is ¢ 

Mr. VAN Dyke. The $35 million to which you refer was specifically 
ippropriated by the Congress last year to pay for the production of 
ertain aircraft which the United Kingdom has committed to the de- 
fense of the North Atlantic community. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. They are going to spend the money on airplanes and 
we are giving them an agricultural product in lieu of it? 

Mr. Van Dyke. We send them agricultural commodities. They 
leposit sterling for those agricultural commodities and the sterling 
isthen used to reimburse the producers of the aircraft at the time the 
aircraft. are turned over to the British Air Force. 

Mr. Denton. And that is not the same item that we had in mutual 
security ¢ 

Mr. Van Dyke. No, sir. 

Mr. Denton. What about the other $320 million that is being spent 
in Europe at this time? Why do they need economic relief when they 
have had as good recovery as they have? 

Mr. Van Dyxe. These are funds which still remain unliquidated 
from previous obligations. 

Mr. Denton. You do not have to spend it if they do not need it. 

Mr. Van Dyke. We have an obligation in each case. Al] this 
$320 million is obligated. 

Mr. Denton. An obligation in what way—a contract? 


Mr. Van Dyke. Mr. Murphy could probably define this better than 
I, but the obligation is a commitment by the United States Govern- 
ment to supply certain goods to a foreign country. 

Mr. PassMaNn. Most of these unpaid balances are to carry out some 
prior contract which may be 70 or 80 percent complete? 

Mr. Murrny. That is correct. 


ACTUAL COSTS TO UNITED STATES TAXPAYERS 


Mr. Rooney. In connection with the last few questions by Mr. Wig- 
glesworth, I should like to make sure I understand one thing—TI believe 
yon said, Mr. Murphy, if the amount recommended by the Foreign 
Affairs Committee for Spain, that is, $50 million were allowed, that 
the extra $22 million would actually cost the taxpayers not more than 
ubout $6,600,000: is that correct? 

Mr. Murrny. That is correct. 

Mr. Rooney. So if we were to take the entire $50 million it would 
cost the American taxpayers approximately how much? 

Mr. Murpny. About $15 million. 

In other words, 70 percent of the $50 million would be $35 million. 

Mr. Roonry. Now, if the amount recommended with regard to 
Yugoslavia, that is, $40 million, were allowed, how much would that 
actually cost the American taxpayers? 

Mr. Murrey. $36 million on the basis of 10 percent counterpart 
reverting to the United States. 


64418—55——_16 





236 


Mr. Rooney. So to allow the Spanish $10 million in excess of what 
we allow Yugoslavia, it would cost the American taxpayers less thay 
half as much as the amount proposed for Yugoslavia. 

Mr. Morruy. That is correct. 

Mr. Rooney. Suppose you check the record and get the exact figures 
in regard to this. 

(The following statement was supplied later :) 

The net cost to the American taxpayer for a $40 million program in Yugoslayiy 
would be $36 million and for a $50 million program in Spain would be $15 million, 

In connection with the request a while back with regard to the tech. 
nical exchange program—and this whole business is exchange—would 
you include an estimate of the number of personnel involved and an 
approximation of the cost of that personnel in connection with these 
Sa 

r. Mourpny. You are referring back to the request you made for 
worldwide tables? 

Mr. Rooney. Yes. 

Mr. Mourpny. I planned to put that in. 

Mr. Rooney. And the same thing would apply to the colonel’: 
exhibit. 

Mr. Wiccteswortu. I am not clear, Mr. Murphy, on the Spanish 
matter that Mr. Rooney just referred to. I thought previous testimony 
was to the effect that the 70 percent collected really in the long run 
is merely a bookkeeping entry. 

Mr. Morpnuy. That is correct, but to the extent pesetas come to the 
United States it becomes the property of the United States, then the 
United States Government as a whole does not have to pay out dollars 
for the same items they use the pesetas for. The dollars instead go 
into the miscellaneous receipts of the Treasury. So, 70 percent of the 
$50,000,000, or $35,000,000 come back to the United States in the form 
of pesetas, and whoever uses them will have to put $35,000,000 of their 
appropriations in the United States Treasury. 

Mr. WicetrswortH. That is just taking it from one pocket and 
putting it into another. 

Mr. Morpuy. Yes. 

Mr. Wiecteswortn. In the long run it washes out. 

Mr. Murpnuy. Yes. We pay out the $35,000,000 from FOA funds. 
We get pesetas in exchange. The Air Force takes them and they put 
$35,000,000 back into the United States Treasury and they use it to 
build the bases. 

Mr. PassmMan. We use pesetas, otherwise, we just keep them ou 
hand? 

We meet our obligations with these pesetas ? 

Mr. Moureuy. Right. We meet our obligations. 

Mr. Passman. And pick up any other obligations we have in Spain 
and rather than paying them in dollars we use the pesetas? 

Mr. WiceteswortH. The point you are making is, with respect to 
Spain we get 70 percent of the counterpart funds and with respect to 
the other countries we get less? 

Mr. Moreny. I think that is the point that Mr. Rooney was estab- 
lishing earlier today. 

Mr. Rooney. I thought that we established it. 

Mr. Mourpny. The point Mr. Rooney established. 
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Mr. WieeLEsworTH. Normally we get 10 percent? 

Mr. Moreny. That is correct. 

Mr. WiceLeswortu. How much do we get from Yugoslavia? 

Mr. Murpuy. Ten percent as a general rule. 

My. Wicctesworrn. And Spain is the only exception ? 

Mr. Murpuy. No. In the Far East there are some exceptions in 
gme of the countries where the assistance started out under the China 
Area Aid Act which did not require a minimum of 10 percent, and 
insome cases the percentage is running somewhat lower. 

Mr. PassMAN. It was by special agreements that we had with Spain. 

If there are no further questions, we will stand in recess until 1:30 
o'clock, at which time we will take up the Near East program. 


AFTERNOON SESSION 
NONMILITARY ASSISTANCE IN NEAR EAST AND AFRICA 
WITNESSES 


JOHN D. JERNEGAN, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 
CEDRIC H. SEAGER, REGIONAL DIRECTOR, OFFICE OF NEAR EAST, 
SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN OPERATIONS 


FOREIGN OPERATIONS ADMINISTRATION 


JOHN E. MURPHY, CONTROLLER 

RICHARD E. LIPPINCOTT, CHIEF, PROGRAM STAFF, OFFICE OF 
NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS 

VICOR H. SKILES, CHIEF, ISRAEL DIVISION 

DEVEREAUX PARLE, CHIEF, IRAN DIVISION 


DEPARTMENT OF STATE 


STEPHEN P. DORSEY, ACTNG DIRECTOR, OFFICE OF NEAR EASTERN 


AFFAIRS 
PHILANDER P. CLAXTON, OFFICE OF CONGRESSIONAL RELATIONS 


Mr. Passman. The committee will come to order. 

We have with us this afternoon Mr. John D. Jernegan, Deputy 
Assistant Secretary of State for Near Eastern Affairs, and Mr. Cedric 
H. Seager, Regional Director, Office of Near East, South Asia, and 
Africa Operations, Foreign Operations Administration. 


‘ENERAL STATEMENT OF DEPUTY ASSISTANT SECRETARY OF STATE FOR NEAR 
EASTERN AFFAIRS 


Mr. Jernegan, do you have a general statement that you would like 
to make ¢ 

Mr, Jerneean. I do not have a prepared statement, but I would like 
0 make some general remarks about the political situation in this 


area, 
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The specific area, as I understand it, that we are discussing this 
afternoon is Greece, Turkey, Iran, the Arab States and Israel, and the 
continent of Africa. 

I think that area can be roughly divided up into three categorie; 
from the point of view of American relations, and the importance of 
the different territories to us. 

In the first category I would put the three states that I first mep- 
tioned: Greece, Turkey, and Iran. By geography, they are located 
closest. to the Soviet bloc; in fact, all three of them have common 
frontiers with the Soviet bloc. Two of them, Greece and Turkey, are 
allied directly with us through the North Atlantic Treaty Organiza- 
tion. 

The third, Iran, is not allied with us, or with anyone else for that 
matter, but clearly considers itself as, you might say, in the western 
camp, and is certainly an important area in the strategic picture. 

In all three of those countries we have military assistance programs, 
and also economic assistance programs, Our primary purpose in 
those countries is to support their military and security efforts. We 
give them military aid, of course, for direct improvement of their 
armed forces, and I might say in the cases of Greece and Turkey their 
armed forces are among the most important in the whole NATO 
organization. 

‘urkey has the largest land force of any NATO nation in the 
general area of Europe and the Near East. 

We have also been, and propose to continue, giving these three 
countries economic assistance which will help them to bear the cost 
of these armed forces, or, in the case of Iran, to develop certain special 
facilities needed particularly by the armed forces. 

The second category, composed of the Arab States and Israel, are 
states which lie a little further back from the point of danger, if you 
look at it from that point of view; states which have certain special 
preoccupations of their own; in particular and outstanding is the 
quarrel between Israel and the Arab States and the tensions that have 
existed there since Israel came into being in 1948. 

These states are not presently so well developed militarily as Greece 
and Turkey. They do not have, with the exception of Iraq, perhaps, 
the same capacity for developing military establishments. They have 
great need for economic development, economic and social develop- 
ment, and our policies are to try to assist them impartially in accord- 
ance with their needs and in accordance with what they can effectively 
utilize to strengthen their economic and social systems, having in mind 
that the general stability, the general well being and tranquillity of 
that area are important to the United States. It is important to the 
United States not merely because we and our allies have large invest- 
ments there in the form of oil reserves, but also because any degenera- 
tion of stability in that area would be quickly seized upon by the 
Communists who could turn it from a favorable factor for world peace 
into an unfavorable factor. 

Both economic assistance and technical assistance are important in 
all these states, 

In the military field we are giving assistance in actual military 
equipment only to one of them, Iraq, which has allied iteslf recently 
with Turkey, our own ally, and with Great Britain and is very anxious 
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9 contribute its share to the defense of the general region against 
jutside aggression. 

The third category of states in the area I would say are those in 
Africa, where there are three independent states, Libya, Liberia and 
Ethiopia, and a large number of colonies of various kinds, under the 
seneral control of European nations. 
~ In Africa we have an area that contains enormously valuable nat- 
wal resources. Outstanding are uranium, copper, and many others. 
It is an area which can dev elop for good or for evil from our point of 
view. Itison the verge of far-reaching changes. Some of its depend- 
ent territories are gradually becoming self-governing. The Gold 
Coast in West Africa is now almost self- governing and shortly will be 
virtually independent as a member of ‘the British Commonwealth. 
Others are in various stages. 

Our political interests in the area are relatively indirect except in 
Ethiopia, where we have a base facilities arrangement with the Ethio- 
pian Government permitting us to maintain a very valuable military 
communications center, and in Libya, where we have a base fac ilities 
rangement permitting us to maintain, among other things, a large 
and important United States air base near Tripoli. We have rights 
in Libya to establish other facilities if we need them. 

We feel Africa is an important area, and one where we should con- 
tribute what we can, which we propose to do and are doing, with tech- 
nical assistance primarily. We do have a small economic develop- 
ment program in effect in Libya and we propose to continue it at 
about the same level. 

I would like to close my remarks by just saying that as a whole this 
isan area in which the United States has not in the past, that is to say, 
up to the last 20 or 30 years, had any great interest. It was normally 
limited primarily to a certain number of missionaries, educational in- 
stitutions and a few odd businesses, but in the last few years our con- 
crete interests as well as our political interests have multiplied I do 
not know how many times. 

American companies have discovered and exploited fantastically 
rich oil areas in Saudi Arabia and Kuwait. 

In the Persian Gulf area at least three-fifths of the total oil re- 
serves of the world are located and American interests control a very 
large portion of that, at least half, if not more than half, of the total 
reserves. We have acquired in addition to these concrete economic 
interests representing, I do not know, how many billions of dollars, 
a very direct and close concern with the safety and security of that 
wea by the very nature of the changes that have taken place in the 
world in these last few years, the development of the great Soviet 
threat and the devolution upon the United States of the principal 
responsibility for facing that threat, which means we cannot be uncon- 
cerned about the secur ity of any area, and particularly about the secur- 
ity of an area that is as strategic as this one. 

Il think that is all. 
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STATEMENT OF REGIONAL DIRECTOR OF OFFICE OF NEAR EAST, SOUTH 
ASIA, AND AFRICAN OPERATIONS 


Mr. Passman. The committee will be pleased to hear from My. 
Cedric H. Seager, regional director, Office of Near East, South Asia, 
and African Operations. 

Mr. Seacer. Mr. Chairman and members of the committee, fo; 
Africa and the Near East an appropriation of $309 million is re. 
quested to carry out our defense support and development assistance 
and technical cooperation programs in the area. This consists of 
$27,500,000 direct forces support, $102,500,000 for defense support pro- 
grams in Greece, Turkey, and Iran, $73 million for development assist- 
ance programs in the Arab States and Israel, $65 million for the pro- 
gram of assistance to Palestine refugees, and $41 million for technica! 
cooperation programs throughout the Near East and Africa. 

One hundred and two million five hundred thousand dollars is being 
requested for defense support programs for Greece, Turkey, and Iran. 


IRAN 


If I may take Iran first, the political and economic situation has 
improved considerably during the past year. Contrasted to the period 
of the oil nationalization crisis when, without our aid, even minimum 
government activities could not be carried on, nor essential imports 
financed, the Iranian Government next year is going to be able to 
undertake a rather modest economic development activity out of its 
own resources, after having funded the normal operating expenses. 

However, it should be pointed out that oil revenues will not have 
reached a level sufficient to do these things and at the same time expan‘ 
the Iranian capacity for defense. 

Given the political temper in Iran, it is our belief that it would be 
dangerous to cutback on Iran’s development effort, leaving unsatis- 
fied the need for essential normal services; and from our mutua 
standpoint, it is dangerous to delay the increase in military effort. 
Thus the need for our assistance next year arises principally from 
Tran’s defense requirements. 

Out of the $55 million proposed for Iran, $37,500,000 will be fo 
defense support and $7,500,000 for direct forces support, and the 
balance for the continuing technical cooperation program in tha‘ 
country. The expenditures for military purposes will provide effec- 
tive means of preserving internal order which entails the building ot 
barracks, air strips with access roads, ammunition dumps, firing 
ranges, and so forth. 

The obligated but unexpended funds from previous years’ assist: 
ance to Iran are expected to be substantially less than $30 million on 
June 30 of this year. Most of the carryover is for long lead procure- 
ment items. 

GREECE 


In Greece, if it had not been for the recent very disastrous eartli- 
quake in Volos, the second natural disaster of this kind in 2 years, it 
inight have been possible to report that the situation had improved 
during the past year. 
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In spite of these disasters, the Greeks have continued their sound 
program of maintaining financial stability by means of sound tax and 
horrowing policies. Because of the Volos earthquake, it has been felt 
that the provision of some additional assistance to the current year’s 
program is in the joint interest of our two countr ies. This aid will 
permit the Greek Government to maintain its excellent military and 
eonomic programs while coping with the problems of reconstruc- 
tion following upon the enormous earthquake damage that was caused. 
It was in consequence of this, largely, that a decision was reached to 
increase the level of aid to Greece this year by an additional $7,500,000 
from mutual security appropriations and an additional $7,500,000 in 
Greek drachmas generated by an augmented Public Law 480, title I, 
program : 

I might add that within the past week the House Foreign Affairs 
Committee has recommended that the fiscal year 1956 level of aid for 
Greece should be no less than the current year’s level. 

Mr. Rooney. What is the current year’s level ¢ 

Mr. Seacers. $2614 million. 

Previous testimony here has dealt with unexpended balances of 
obligated funds. It is interesting to note that the Greek pipeline, 
which equaled approximately $1 40 million at the end of 1951, will not 
exceed $17,500,000 at the end of this fiscal year; that sum will include 
the $7,500,000 that I have just referred to and which is to be ailotted 
this month. 

TURKEY 


The situation in Turkey is causing us considerable concern. As you 
know, we have recently agreed to grant to the Turkish Government 
an additional $30 million over and “above the aid figure shown in the 
presentation before you. 

It is clear that Turkey is at the persent time confronted by a serious 
short run economic problem. What appears to us to be a contributory 
cause was recently discussed with representatives of the Turkish gov- 
ernment and it is hoped that major improvement in the internal finan- 
cial stability of that country will be achieved during the coming year. 

Mr. WieGLeswortH. You mean the amount obligated with respect to 
Turkey this fiscal year should be $100 million ? 

Mr. Seager. With the $30 million added, it will be $100 million. 

Mr. Taper. For fiscal year 1955 ? 

Mr. Seager. Yes. Actually, it will for the future to show us whether 
these measures the Turks propose to take will be sufficient to see them 
through their current problems with the level of aid requested in this 
presentation. Before the recent grant of the $30 million to Turkey 
it was anticipated that the outgoing pipeline for Turkey for the fiscal] 
year 1955 would be in the neighborhood of $100 million. This includes 
nost of the direct forces and defense support funds for the fiscal year 
1955, neither of which shows up yet in any significant amount as 
expenditures. 

The obligations were delayed very largely because improbable or 

paradoxical as it may seem, the worsening economic situation in 
Turkey led to extreme caution and extended debate regarding the use 
of the funds. And secondly because of the protracted loan negotia- 
tions between Turkey and the United States. 
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Unexpended prior year funds are almost entirely capital equipme, 
items with long-lead times, and direct force support charges whic) 
have not yet been liquidated. 


ARAB STATES AND ISRAEL 


So far as our presentation for the Arab States and Israel is con 
cerned, as the Acting Assistant Secretary has pointed out it is a mat 
ter of regret that tension between the Arab States and Israel continue 
largely unabated. The military clashes heighten the anxiety that tha 
situation causes us. 

Despite the danger to the peace of the area implicit in this situation 
or rather because of it, our effort to reach a solution has been unremit- 
ting. As the Secretary pointed out, a key to this solution may well | 
found through effective explotation of Jordan waters to which th 
States of Labanon, Jordan, Syria and Israel lay claim. 

During the past year, a sustained drive by the United States has 
been maintained to obtain an understanding for the division of the 
waters of the Jordan by the countries concerned on an agreed basis 
for their storage, their control along economic lines, and for arrange- 
ments to insure their equitable distribution. Conclusion of such an 
agreement will offer considerable prospect for the rehabilitation of 
the refugee populations, and it would open up new areas for settle- 
ment in Jordan. It would encourage further economic development 
in Syria and Israel. 

The Acting Secretary has described the opportunities in the Gaza 
Strip for prospective settlement of 50,000 to 70,000 refugees. An ap- 
propriation of $65 million is requested to support a program for the 
settlement of these refugees and to continue the United States share 
of relief costs. 

In addition to this $65 million for projects relating to refugee re- 
settlement, we are requesting appropriations of $73 million for con- 
tinuation of the regular development assistance programs in the Arab 
States and Israel. 

Mr. WiacieswortH. That is wholly for Israel ? 

Mr. Seacer. No, sir. That $73 million is for the Arab States 
and Israel. 

Mr. Wiacieswortu. The Arab States and Israel ? 

Mr. Seacer. You will note that the unclassified version of the con- 
gressional presentation does not contain a country breakdown of the 
illustrative programs totaling $73 million. 

The animosity between the Arab States and Israel has not yet abated. 
The individual countries look to the level of United States aid as a 
measure of our policy in this troubled area. It has been our policy 
in past years, as you know, to keep secret the individual country 
figures, thus providing the United States Government the maximum 
amount of flexibility in the actual implementation of the program. 


EGYPT 


Relations between the Western World and Egypt have improved 
materially in the past year. 

The settlement of the Suez Canal dispute with the United Kingdom 
has eliminated one of the most serious barriers to cooperation. As has 
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rpeatedly been pointed out before this committee, Egypt suffers from 
me of the lowest standards of living in the region, which is combined 
vith the very rapid growth in population. The only solution to this 
ricious circle is a rapid expansion in the use of Egypt’s natural re- 
wurces. United States aid under the mutual-security program is not 
sificient in itself to cope with this problem. Egypt on her own is 
ygotiating large loans to develop the full use of the water of the Nile 
River. There has been testimony on that subject too in past years 
iefore this committee relating primarily to Egypt’s ambitions with 
rspect to the development of the high Aswan Dam. 

Mutual-security aid during the past year has concentrated on the 
improvement of road and railroad transportation systems. Our aid 
juring the next year envisions the continuance of highway and water 
improvement, works, the expansion of irrigated lands, principally by 
pumping, and installation of grain storage facilities. 

To what extent the Egyptians may call upon us to take a more active 
interest in their ambitious plan for the high Aswan Dam we really 
wuld not predict at this time. That is the one project upon which 
their hopes are very definitely based. It will add 2 million acres of 
sable land to Egypt when completed. Discussions regarding the water 
nghts continue between Egypt and the Sudan. 

It is impossible to say what contribution they might ask us to 
make with respect to that ambitious project. Only the future can 
tell. 


JORDAN 


With respect to Jordan, irrigation works, reforestation, road build- 
ing, community development, and so forth have been the principal 
uctivities to date. 

The program for the fiscal year 1956 will consist principally of im- 
ports to generate local currency. It will also provide assistance for 
in agricultural school and development of small industries in the 
Jordan. 

LEBANON 


Development-assistance programs in Lebanon started in fiscal year 
14 with a grant of $6 million. When Ambassador Johnston was 
inthe Near East discussing the proposal for the resettlement of the 
Palestine refugees, the President of Lebanon made it clear to Ambas- 
ador Johnston what were Lebanon’s needs for assistance in the field 
of economic development. The principal need now is for improve- 
ment of highways to enable full distribution of the country’s resources. 
The program for next year envisions further improvement of 
highways. 

LIBYA 


In Libya we find a newly organized country beset with all kinds of 
inancial difficulties. Without help from the United Kingdom and 
other countries it would be unable to meet it expenses. In addition, 
libya has suffered from 2 successive drought years. The United 
‘tates Government is finding it in its own self-interest to help Libya 
ind had done so under title II of Public Law 480 in terms of wheat, and 
igrant of $3 million in 1955 for economic development purposes. 
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Libya has shown its desire to cooperate freely with the other coun. 
tries of the Western World by making available air facilities to the 
United States. 

(Discussion off the record.) 


ISRAEL 


You all know the difficult problems that confronted Israel upon the 
establishment of the new state. Over 1 million refugees have been 
assimilated. The United States Government has been generous in 
helping both through grants under the mutual-security program and 
leans from the Import-Export Banks. The Israel situation is much 
improved. German reparations are providing the funds for part of 
its economic development. United States ot is still required, how- 
ever, to maintain this development effort. 


AFRICA 


In the case of Africa, the United States Government for the past 
several years has been providing technical assistance to the independ- 
ent states and to the territories. This continent (Africa) is becoming 
increasingly important to the free world and its development, in coop- 
eration with us, is important to the security of the Western World. 
The use made of United States aid in Ethiopia has been striking. 
Agricultural improvement and extension centers, and an agricultural 
training school, supervised by Oklahoma Agricultural and Mechani- 
cal teachers, have achieved unusual success. The technical coopera- 


tion programs in Liberia have been successful in teaching Liberians 
to utilize their resources more effectively. As the territories move 
closer to independence, or modified self-government, the need for 
external technical assistance and internal economic aren be- 


comes greater. We believe it is to be in the interest of the United 
States to be identified with these people in their efforts to raise their 
standards of living. 

Mr. Passman. Thank you, Mr. Seager. 


SumMary or ProGrRAMs BY FUNCTIONS AND COUNTRIES 


We will insert in the record at this point pages 73 and 74 of the justi- 
fications in their entirety. 
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The pages referred to are as follows :) 


Near East AND AFRICA 
REGIONAL SCHEDULE 


Comparative summary of programs by functions 


{In thousands of dollars] 





Program 


Function Proposed 


| 
Fiscal year | fiscal year 





Military assistance 


Fiscal year 
1954 
Direct forces support . 30, 582 
Defense support i 137, 592 
Development assistance 74, 960 
Technical cooperation 37,7 
Other programs... ....-....--.222--- 2 +e nn nw ene -nse--2- stn iinlecral 
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; be- Data included in separate submission on military assistance. 
Lite d yynciades $10,000 from savings in the prior year program for support of forces in Cambodia, Laos, and 
etnam. 
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UNEXPENDED BALANCE 


Mr. Passman. We have five categories we shall discuss. First | 
wonder if you can tell us the amount of the unexpended balance for 
the Near East and Africa at this time. 

Mr. Seacer. Actual or estimated ? 

Mr. Passman. Give us the actual as of the last date available and 
then the estimated. 

Mr. Seacer. The actual as of March 30 was $320 million, and the 
estimated as of June 30 of this year is $245 million. 

Mr. Passman. That is unexpended funds ? 

Mr. Seacer. That is unexpended funds. 

Mr. Passman. Before getting into the different items, there are sey- 
eral things we would like to have you comment on. We have had 
discussions as to what isa firm obligation. 

In Greece, for instance, project agreement 4282 for $1,040,000, issued 
in 1954, was amended twice, both times on dates subsequent to the end- 
ing of the contract period, and no expenditures were reported as of the 
date of this review, which was recently. 

Project agreement 4273 for $2,920,000, issued in fiscal 1954, has been 
amended 4 times, the last 2 times the date of the amendment being 
subsequent to the contract period. Expenditures to date are 15 per- 
cent of the authorization. 

TAA 4211, issued in fiscal year 1954, to finance a university con- 
tract in the field of agriculture. Our review disclosed a contract was 
signed March 28, 1955, 9 months after the funds were obligated. The 
agency’s procedure requires the contract to be signed within 6 months 
in order for the contract to be valid. The contract was signed with 
the University of Nebraska with a limitation of $348,000. There have 
been no expenditures out of the authorization of $425,000. 

Would you like to comment on that ? 

Mr. Mourruy. Of course I do not know the details of those specific 
items. I would have to look them up and make an insertion in the 
record if that is agreeable to the committee. 

With respect to the statement on the last item, that it took 9 months 
to contract and the agency’s procedure requires an obligation, in order 
to be valid, to be contracted in six months, that is not literally correct. 
Our procedures say they are not supposed to enter into an agreement 
with another country unless they think it is reasonable to expect a 
contract to be signed within 6 months, but failure to sign it in 6 months 
does not invalidate the obligation. 

I will have to look up the details on the other two items and either 
explain them verbally or put them in the record. 

r. Passman. We might want both. Would it not be better, where 
it is necessary to have delays, to carry it in unobligated funds? 

Mr. Murpuy. We have trouble in getting the other countries’ con- 
tributions. Before we can sit down and talk with the University of 
Nebraska about a specific project in Greece we must have the agree- 
ment of the Greek Government and, if possible, a contribution from 
the Greek Government to the cost of the contract. If we moved 
ahead with the university before that agreement, we would have a lot 
of waste motion if the Greek Government did not agree to it in the 
final analysis. 
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Mr. Passman. Would you like to comment on this: public road 
project 68-31-0038 to assist the Government of Lebanon in a 
ing its 5-year highway program. Agreement, $1.5 million; subobliga- 
tions, $1.5 million ; actual expenditures, $250. 

Mr. Murpuy. I am unable to comment on that. 

Mr. PassMan. Perhaps you would like to have a look at this. There 
are 20 or 30 projects that fall in this category. We are just wondering 
whether these obligations are firm. 

Mr. Murpuy. I can assure you they are firm so far as the agreement 
of the United States is concerned with the other governments. In 
any international operation of this type it is frequently the case that 
you have delays after you have reached an agreement to bring about 
physical oe peers of a project, but we are firmly committed 
to finance the project when we reach an agreement with the other 
government. 

Mr. Passman. The thing we have to establish is whether or not 
these obligations are firm or whether or not they are a reservation 
against some commitment that may never materialize. 

Mr. Murreuy. As I say, we surely intend to go through with the 
projects when we sign on the dotted line. We would not go and talk 
to them seriously and commit ourselves if we were not serious about 
going through with it. We consummate 99 percent of the deals we 
enter into, although sometimes I will admit we are as slow as molasses 
in consummating them. It is a bilateral agreement rather than a 
unilateral one, and it is slower than we would like to have it. We 
have tried to tighten our procedures and we do have this rule that 
they should not sign an agreement with another country unless they 
fully expect the actual implementation to be within 6 months. There 
are occasions when we cannot do that, but that is the ground rule. 

Mr. Passman. I can understand the long lead time in many in- 
stances, but here is a project designed to reduce the loss of poultry 
from disease, improve poultry husbandry, and so on in Egypt. Why 
should you require 8 months of lead time in a project like that? 

Mr. Murpny. I am not familiar with that, but it is easy for me to 
visualize how 8 months would go by after they determine what is 
needed in Egypt. 

Mr. Passman. The agreement was consummated August 18, 1953, 
$240,000. The expenditures have been only $32,823. 

I think the committee might assume from the large carryovers 
os might require 2, 3, or 4 years before you clean this out of the 
pipeline. 

Mr. Murrpuy. We are aiming at the day we can get the situation 
down to where a year’s pipeline will be all we will need. We have 
tried to shorten the gap. 

Mr. Passman. How many years have we been dealing with this 
program ? 

_Mr. Murpny. The point 4 program in the Near East got started in 
fiscal year 1952, I believe, so that fiscal year 1955 is the third year. 


Direct Forces Surrort Near East anp AFRICA 


Mr. Passman. Let us first take up direct forces support for the 
Near East and Africa. We would like you to discuss that with us. 
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1 believe you have two countries involved, Iran and Turkey. That js 
on page 74 of the justifications. Could you furnish a breakdowy 
on those two items ? 

TURKEY 


Mr. Sracer. Turkey is shown on page 174 of section III. For fisea| 
year 1956, $20 million worth of direct forces support assistance is pro. 
posed for items such as POL, machinery, and raw and semifinishe 
products for direct consumption by the military forces. 

Mr. PassMAN. Isthat a hard goods item or soft goods ¢ 

Mr. Murruy. Soft goods. 

Mr. Passman. Off the record. 

( Discussion off the record.) 

Mr. Sracer. A more complete breakdown is shown on page 177. 

Mr. Passman. Let us insert pages 175, 176, and 177 in the record 
at this point. 

(The pages referred to are as follows :) 
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IRAN 4 


Mr. Murruy. Comparable information for Iran appears on page 
115, 116, and 117. 

Mr. Passman. Without objection those pages will be inserted ; 
the record at this point. 

(The pages referred to are as follows :) 
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Summary by major cost components 


[In thousands of dollars] 
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| U.S. Govern- | 
| ment techni- eee serv- | Participants M 
Sup- | cal | — | M 
| plies od | 7 
Programs by fiscal year | Total | and ~~} Other 
equip- | Num- | Num- Num- costs 
ment | ber of | ber of ber of x 
per- | Cost | per- | Cost per- Cost 
sons | sons sons 
| M 
} fy 
Direct forces support: 1956..| 7,500} 5,000...) | | 2,500 fort 
Defense support: | for 
specced 71,501 | 40, 535 | 2) Se 220 2,45 
sited 65,800 21, 180 aha 8 1,820 42, 800 
I ethceniig arsenic : 37,500 | 37, 500 ree . <a 
Technical cooperation: | 
DN sites cian 12,392 | 3,730 203 | 2,753 63 | 3,015 84 586 | 2,308 
i decteeni tanto intaloncelias ences 8, 500 485 198 4, 510 115 | 1,625 148 830 1, 050 lk 
ee 10,000 | 1,925 150 3, 698 146 | 2,642 146 662! 1,073 
Total all programs: ah | 
54 ; 83,893 44, 265 2032 4, 063 63 3,235 84 586 | 31,74 
Rs cs. -| 74, 300 | 21, 665 198 4,510 123 | 3,445 148 830 | 43.80 incl 
xin ciiap esac -} 55,000 | 44, 425 150 3, 698 146 | 5,142 146 662 1, 073 
INDIVIDUAL COUNTRY DATA (EXCLUDING MILITARY ASSISTANCE AND TECHNICAL 1 
COOPERATION) mil 
Summary of commodity wmports and services S20) 
{In thousands of dollars] mo 
” 7 14) on ee - a 7 = tor 
Fiscal year 1955 Fiseal year 1956 ; ne 
defense support defense support . S 
" ; | Actual, airmen inmate Direct def 
ustrative composition o sca. For con- | Total Forcon- | Fees | rota 
country program 7054 | For | sumption For | sumption S/R 
‘= project | and gener- project and gener- por 
use ating local use ating local \ 
currency currency lion 
so A 
Commodities: 
Food and agricultural ) 
imports: ( 
Bread grains... .---|--- 2,955 | 2,955 3, 000 3, OOF 
Coarse grains.--.----.-|.-- sete be Se 
Fats and oils- _-_----- 500 
POTION... .ncqsnsws bsenn ges shes 
Other. - ._- oqanaden Oh 261 5, 050 5, 050 12, 400 12, 400 
Total food and } 
agricultural im- re 
ports bsnen} 20002 : 8,005 , 8,005 15, 400 15,400 Mm Uhe 
Less sales proceeds pro- cat 
gramed for other coun- 
tries Saba awodiee a def 
Net United States oth 
financed food and ; 
agricultural im- 4 
ports 16, 681 8, 005 8, 005 15, 400 15, 4 In 
Industrial imports: ilo 
Fuel__- ; 1, 050 80 80 an 
Raw and semi- ap 
finished projects 2, 298 1,624 | 1,624 4,000 1, 500 5, ap 
Machinery and ve- 
hicles_ 9, 260 2,165 | 2,165 6, 500 1, 000 7, rec 
Miscellaneous and ‘ 
unclassified 11, 246 5, 180 4,126 9,306 11. 600 2 50 14, 1 ap 
Total industrial 
imports -- 23, 854 5, 180 7,995 | 13,175 22, 100 5, 000 7, 1M ple 
Total commod- S or 
ity program 40, 535 5, 180 16,000 21, 180 37, 500 5, 000 42, 5 de 
‘Transfer of cash ; 28, 966 42,800 42, 800 . 
Services. _.-- 2.000 1, 820 1, 820 2 500 9 5K po 
Total country pro- Op 
gram -_.- 71, 501 7, 000 58,800 65, 800 37, 500 7, 500 A 
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DEFENSE SUPPORT 


Mr. Passman. Let us now pass to “Defense support.” 
Mr. Murpuy. A total of $102.5 million. 
Mr. Passman. Let us take them by categories. 


GREECE 


Mr. Murrenuy. The $15 million for Greece is expected to take the 
form of surplus agricultural commodities used to generate drachmas 
for the support of the military budget. 


IRAN 


In Lran the $37.5 million is to take the form of commodity imports, 
uu estimated $15.4 million of sugar and wheat and $22.1 million in 
industrial items. 

TURKEY 


In Turkey the $50 million it is intended would take the form of $1.5 
uillion of fertilizer; $500,000 miscellaneous agricultural products; 
x200,000 for ocean freight, a total of $2.2 million for agricultural com- 
modities; $2 million for raw and semifinished products; $32 million 
for machinery and vehicles ; $9 million for miscellaneous commodities ; 
and $4.8 million for ocean freight, which is a total of $50 million in 
lefense support. 

DevELOPMENT ASSISTANCE 


Mr. Passman. The next item is “Development assistance,” $73 mil- 
lion. That is classified ? 

Mr. Murreuy. Yes. The distribution of that is in the classified book. 

Mr. Passman. We would like to discuss that off the record. 

(Discussion off the record.) 


TRANSFER AUTHORITY 


Mr. WiecLtesworrH. Will you please refresh my recollection as to 
the transfer authority as between areas and as between the various 
categories of items that we are considering here, direct foreign support, 
defense support, development assistance, technical cooperation, and 
other programs. 

Mr. Murreny. Mr. Wigglesworth, the transfer authority is contained 
in section 501 of the Mutual Security Act; it is based on appropria- 
tions, and there is a provision that 10 percent of the amount of any 
appropriation may be transferred out of the appropriation into another 
appropriation, provided that by so doing you do not increase the 
receiving appropriation by more than 20 percent of the original 
appropriation. 

Now, is some cases, we have a global appropriation, whereas in other 
places, we have an area appropriation; and these appropriations are 
broken down geographically, or functionally, as the case may be into 
defense support, so that by using these appropriations it would be 
possible to have transfers from the defense support fund to the devel- 
opment assistance program. 
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Mr. WiccLeswortuH. How extensively can that be done? 

Mr. Mourruy. To the extent I have indicated. 

Mr. Wiccaiesworrn. And there is no limit on transfers as between 
direct forces support and development assistance, for example? 

Mr. Murpuy. Yes; the same limitations which are in the separate 
appropriations. 

Mr. Wiccteswortu. I notice here you are asking for 5 separate head- 
ings totaling $309 million for the Near East. 

Mr. Murpuy. Yes. 

Mr. Wicciesworru. Could you transfer within that $309 million 
at your discretion, or are you held to each one of these items? 

Mr. Murruy. We can transfer within the limits up to the 10 per- 
cent ; that much can be moved out, provided 

Mr. WiceieswortH. This is between areas? 

Mr. Mureny. Also between appropriations. 

Mr. WiaeteswortH. Each one of the categories mentioned defense 
support, development assistance, and so on are separate items? 

Mr. Murpuy. In some instances, Mr. Wigglesworth, to be com- 
pletely candid with you, some of the appropriations are broken down 
by areas, and as I indicated in technical cooperation the appropriation 
is global. 

Mr. Wiceiesworru. I understand. 

Mr. Murpuy. That is the worldwide—and the other is for the Near 
East. 

STATUS OF OBLIGATIONS 


Mr. WicGLeswortH. You gave us the unexpended balance for this 
particular area; what was the unobligated balance? 

Mr. Murreny. Not the unobligated 

Mr. Taper. That is on page 305 ¢ 

Mr. Murruy. That was unexpended. Of the $305.7 million, laid out 
here for the fiscal year 1955, actual obligations to April 30 amounted 
to $278.9 million. 

Mr. WieeLeswortu. As of April 30? 

Mr. Murreuy. Yes. 

Mr. WieeLeswortH. Obligations—— 

Mr. Murrpny. Yes. 

Mr. WieeLeswortn. You had about how much ? 

Mr. Murpeny. $27 million unobligated. 

Mr. WieGLeswortu. $27 million unobligated as of April 30. What 
is your estimate as of June 30? 

Mr. Murpuy. We expect we will obligate all of it. Undoubtedly 
there will be some small amounts that will remain in some of the 
accounts that will cover particular projects which we do not get con- 
summated by June 30, but we have no basis in Washington on which to 
figure just what that will be. We figure it will be fully obligated. 


Stratus or Funps, 1953-56 


Mr. Wiccteswortn. We have obtained in respect to military assist- 
ance a table, starting back at the end of fiscal 1953, with which I think 
you are familiar, showing the amount of the unexpended balance the 
end of the fiscal year, the amount made available for the next fiscal 





rel r,and the total available for the year; the expenditures during the 
‘arand the resulting unexpended balance at the end of the year. The 
yatement covers the fiscal years 1954, 1955, and 1956; the 1956 figures 
wing, of course, estimates. We were also given the unobligated bal- 
yes as of the end of fiscal 1953, 1954, 1955, and 1956. I would like to 
ptasimilar table with respect to the programs other than military. 

Mr. Murpuy. We will be glad to prepare such a table. 

Mr. PassMan. Will the gentleman vield ¢ 

\r. WiceLeswortnH. Yes. 

Mr. PassMan. I think we ought to have a table prepared that will 
dow it by areas. 

\Mr. Taner. [t was broken down by appropriation items? 

Mr. WigGLeswortH. And by appropriation titles. 

Mr. MurpHy. That means a problem, Mr. Wigglesworth, because 
fom year to year the appropriation structure changes, so that in 1 
war you have a global appropriation and the next year you have it 
y geographical areas, so that in all cases, we could not give a com- 
parison. 

Mr. Wiceiesworrn. How long have you had the geographical 
program ¢ 
Mr. Murpnuy. Well, 2 vears ago, on technical cooperation, we had 
he geographic. Now, we do not. Some of the other appropriations 

ave been global appropriations, so that as the work has gone on, 
tiere have been changes: but I can give you an overall table for the 

nutual-security program, other than the Department of Defense 
portion, whie h. when added to this table, will account for all the funds. 

The matter referred to is as follows :) 


FOREIGN OPERATIONS ADMINISTRATION 


Status of fiscal 1953-56 funds available to agencies other than defense 


{In millions of dollars] 

- 2 _——__— 
| Fiscal year | Fiscal year 
1955, esti- | 1956, esti- 

mated | mated 


Fiscal year | Fiscal year 
1953 | 1954 


Reappropriated unobligated balances__- 2, 089. £ 2, 463. 5 
New funds appropriated ___. | , O31. £ 2, 781. 5 | 
Reimbursements. - - ; 8. § of 9 
‘. Transfers out. We looses 
’, Transfers in : +3 | 225. 16.2 
Vnallocated funds . 
*, Allocations to defense , 145. 3 3, 851. 6 3, 434. ; —4, 029.3 
‘. Total available other agencies : 2, 118. 2, 447. § , 827. 2, 193.3 
Current year obligations. , 925. 2, 358. 6 aan 2, 193.3 
Unliquidated obligation—end of prior year , 475.7 . 474. 2, 271. § 1, 899. 9 
> 
? 


1 2, 679. 3 
3, 543.3 


Expenditures current year 26 , 561. ! 2, 149. 2, 049. 2 
nexpended balance, end of year : , 667. 2 2, 360. , 949. § 2, 044.0 
Unobligated __ 192. 5 (88. { (50. (—) 
Mnliquidated __. (1, 474.7 (2,271.8), (1, 899. ¢ (2, 044. 0) 





ncludes reservations of $2,009.83 and $620.0 unobligated balances for Department of Defense. 


Mr. Passman. Will the gentleman yield ? 
Mr. WicGLeswortH. Yes. 
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DEOBLIGATIONS 


Mr. PassmMan. Will you also request a list of all the deobligations 
for this entire program, for the same years? Will you include that 
in the request ? 

Mr. WiceLesworrH. Yes. 

Mr. Murpuy. Mr. Chairman, I could not supply that. We can give 
ou the deobligations during the fiscal year 1955, but prior to the fiscal 
ear 1955, our records were not kept so as to provide that. 

Mr. Passman. Can you give the information for the period Mr. 
Wigglesworth requested ? 

Mr. Taser. That is all we want, 1955. 

Mr. Passman. Can you get it for 1954 and 1955; can you go back to 
1954? 

Mr. Murpny. I only have the net obligations for 1954 and 1953. 

Mr. Passman. Will you give us the deobligations for 1955, includ- 
ing the contract cancellations, so we will be sure it is broad enough to 
cover it all ? 

Mr. Mourrnuy. Yes. 

(The information requested follows :) 
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Basis For Estimates ror Country ReQuIREMENTS 


Mr. WicGLeswortH. One other question, Mr. Chairman, and thai 
is this: We discussed this morning in respect to Europe the genera] 
yardstick for arriving ‘at the overall oie the basis on which each 
total was arrived at for each country. We were told in substance that 
this total reflected the estimated adverse trade balances for each cow. 
try in 1956. Does that general principle apply to the overall figures 
that you are suggesting here / : 

Mr. Seacer. Those would not relate to our area at all. 

Mr. Taser. I thought there was quite a lot of talk about Egypt 
being that way. 

Mr. Seacer. I would not say that the Egyptian figure, as submitted, 
reflected the Egyptian adverse trade balance. 

Mr. WicGLeswortH. How did you arrive at the figure? You have 
given us certain figures off the record, as I understand it. How did 
you arrive at the determination of the figures that you have given us 
off the record ? 

Mr. Seacer. There was no aid given until this year by way of de- 
velopment assistance to Egypt. This year, the figure, as you know, 
was $40 million. 

That figure is a figure that was arrived at after considerable dis- 
cussion as to what the level of aid to Egypt should be, after negotia- 
tion, that is, and as a result of many discussions. 

Political expediency was one of the motivating forces. It was not 
calculated on the basis of the adverse trade balance. 

The $30 million will do those things which have been projected 
with regard to highways, railroads, projects in the Delta area, and pro- 
vision of a potable water supply. It is somewhat less than the figure 
that was made available to them last year. It is not a figure arrived 
at by any calculated economic appraisal of what the Egyptian trade 
balance might be. 

Mr. WicGéLeswortH. How about Turkey; you are asking there for 
$72.5 million all told. 

Mr. Seager. The Turkish figure is in general support of the Tw'- 
ish defense effort. 

Mr. Wiceteswortu. I realize that but how did you arrive at the 
figure; why do you not give them $50 million or $100 million; what 
is the yardstick for it? 

Mr. Seacer. The figure of $100 million, as you know, will have 
been given to them in fiscal year 1955. 

Mr. Wiaeteswortu. Why? 

Mr. Seacer. That figure was arrived at after very careful considera- 
tion of the Turkish problem as represented by the military mission 
as well as by our Embassy and our own mission representatives. The 
$100 million figure was arrived at after consultation which took place 
recently here in Washington between representatives of the Turkish 
Government, who explained to the State Department and ourselves 
the very difficult economic situation in which Turkey now finds itsel!. 
This is due to Turkey's intensive effort to develop her economy, and it 
the same time maintain a very high level of defensive strength, 3s 
she must. It is a matter of joint consultation and joint appraisal. 

Mr. Wiacieswortn. I realize the vital importance of helping Tu'- 
key but from the standpoint of this committee, it is almost impossible 
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to judge whether or not the figures requested are justified, unless we 
lave some breakdown or some yardstick as to how it was arrived at. 

Mr. Seager. It would be nadie, of course, to present to this com- 
nittee an analysis of the Turkish economic situation. Turkey does 
‘ind herself in very difficult economic straits at the present time, seek- 
ing to sustain her economy and a very high level of defense effort. 

Mr. Wiceresworrn. Do you have : Be ‘eakdown of any of these other 
assistance programs 4 

Mr. Seager. There are breakdowns here by countries, yes. 

Mr. WicetEswortn. Where is the breakdown for Turkey shown ¢ 

Mr. Taser. Beginning at 169% 

Mr. Murpny. Page 177 has the distribution. 

Mr. WiccLesworrn. Page 177 shows a total of $70 million. 

Mr. Murpny. $2.5 million for technical assistance. 

Mr. Seacer. Technical cooperation. 

Mr. Wiaeieswortu. I see that. 

Mr. Murruy. That is set up there. 

Mr. Wiecteswortn. Do you mean to say that you have specific justi- 
fication for each one of the items broken down on page 177 in deter- 
mining need of about $70 million and that the figure does not represent 
merely an illustrative program ‘ 

Mr. Seager. No. These figures were carefully arrived at, Mr. Wig- 
glesworth. 

Mr. Wiceteswortu. I am trying to get at the way you arrived at 
them. For example, $10,200,000 for miscellaneous, nonclassified 
items; does that represent specific items or does that represent an 
illustrative figure ? 

Mr. Seacrr. Those would represent fairly specific items, Mr. Wig- 
glesworth. For instance, in arriving at an ‘estimate as to what addi- 
tional sum would have to be given to Turkey in its present difficult 
straits, the Turkish Government was asked to send in a list of their 
highest priority needs. Such a breakdown could be supplied to this 
committee without difficulty. 

Mr. WieeLeswortu. Under the heading “Consumption and generat- 
ing local currency,” what was the means used in arriving at that need 
for additional funds? 

Mr. Sacer. Those are commodities and items required by the Tur- 
kish economy. The local currency generated from those commodities 
goes into their defense budget. 

Mr. WiceLeswortu. I understand that. I do not think I will pursue 
this any further, Mr. Chairman. 

Mr. Passman. Mr. Gary? 


PROGRAM FOR PALESTINE REFUGEES 


Mr. Gary. As I understand it, for the Near East and Africa, you 
have a slight increase in direct forces support, as compared with 1 055, 
a reduction in defense support; a reduction in the development assist- 
ince program; a slight increase in technical cooperation, and a very 


substantial increase in the other programs. That increase in other 


})rograms is due to a $65 million request for Palestine refugees in the 
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Near East. I believe you stated that the reason for that was that iy 
the last year you did not have a firm program for the handling of the 
Palestine refugees, that you have now worked out a program, and, 
therefore, you are requesting this $65 million. 

Can you give us some ideas as to the program that has been worked 
out ¢ 

Mr. Jernecan, I would like to slightly qualify your statement. We 
have only a partially firm program aoe out. We have a program 
for continuing relief, as before. We have what appears to be a firm 
program for what is known as the Sinai project, which is a project 
on the east bank of the Suez Canal for settlement of a portion of the 
refugees from the Gaza strip. And we hope to have a firm program 
for the Jordan Valley development plan. But we cannot say, at this 
moment, that we surely will have it. That will depend upon whether 
we are able to get an agreement among the four states concerned, 
Syria, Lebanon, Jordan and Israel, within the next few months. Eric 
Johnston expects to leave shortly to try to arrange to get an agreement 
among those states. I have here a breakdown showing how this 
money is to be spent; and if you would like me to, I can give you that 
breakdown. 

Mr. Gary. Yes. 

(Off the record discussion. ) 

Mr. WiceLeswortuH. This is the proposed contribution by the United 
States to an overall total fund of $125.4 million; is that correct? 

Mr. Murpnuy. That is correct. 

Mr. JeRNEGAN. The total new money anticipated as being required 
is 95.4 million. In addition to that, we have already a working bal- 
ance in the agency to bring the grand total up to $125 million. 

Mr. Taper. You mean you have got money left over from other 
appropriations ? 

Mr. JerneGan. These are funds that are now held by the United 
Nations Relief and Works Agency for Palestine Refugees, some of 
which represents money we have contributed in the past; some of it 
represents money which other nations have contributed in the past. 
They have always held a working fund balance because they have 
continuous expenditures for relief at all times. 

For the fiscal year 1956, we are asking for the first time in 3 years 
for money to be contributed for resettlement projects in addition to 
the normal relief money needed. That is why the fund requested this 
year, $65 million, is so much larger than the previous year. 

Mr. Denton. Why should we contribute the greater share of it? 

Mr. JeRNEGAN. It is based largely on ability to pay. We have been 
following the general rule in the past few years, since the agency was 
established, of contributing up to, but not more than, 70 percent. 

Mr. Denton. Do you think that can be justified, in view of our 
heavy debt and heavy taxes, and an unbalanced budget ? 

Mr. JeRNEGAN. Sir, I think for this particular item, most particu- 
larly, it is warranted. Personally, I feel that this is a very worth- 
while, and a very justifiable expenditure. 

Mr. Denton. But why should our support be more than any other 
nation ? 

Mr. Jernecan. I would not quarrel if we could get. a higher pro- 
portion from the other nations; it would be desirable if we could; 
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but so far it has not proved possible, in spite of the fact that some 
40 other nations have contributed small amounts. 

Mr. Natcuer. This $65 million of contribution from the United 
States is administered by the United Nations? 

Mr. JERNEGAN. Yes. 

Mr. Narcuer. That is on the basis of 55 percent; or is it a greater 
figure than that? aed 

Mr. JeRNEGAN. The contribution ? 

Mr. Narcuer. Yes. 

Mr. JERNEGAN. Our contributions are more nearly 65 percent. 

Mr. Natcuer. Sixty-five percent ? 

Mr. JERNEGAN. Yes. 

Mr. Natcner. Yes. $30.4 million from the other countries? 

Mr. JERNEGAN. Yes. 

Mr. Taper. Will the gentleman yield there? 

Mr. Narcuer. Yes. 

Mr. Taper. That $30 million from the other countries is made up 
of contributions in which we participate, is it not? 

Mr. Murpny. No; he is talking about the $30.4 million that is shown 
at the bottom of the page, contributions from others. 

Mr. Taper. All right. I see. 

Mr. Natcuer. Is there any duplication in any of these technical 
assistance programs that the United Nations organization administers, 
this $65 million program; is there any duplication here? 

Mr. JERNEGAN. No; there is no duplication whatsoever. This is 
administered by a completely separate agency. 

Mr. Natcuer. Under the United Nations? 

Mr. JerNecaN. Under the United Nations organization, but it is 
quite an autonomous organization; and it is not connected with any 
of the U. N. technical assistance organizations. It deals only with 
refugees and the other organizations do not deal with these refugees. 
This agency has the sole responsibility. 

Mr. Denton. Does the Communist government contribute anything 
to this fund ? 

Mr. JerneGAN. No. The biggest contributions aside from our own, 
are made by the British by a wide margin. The French and a number 
of other countries contribute in smaller quantities. 

Mr. Gary. We contribute a greater proportion to this fund than to 
the other funds, because the resettlement program is regarded as neces- 
sary to the maintenance of peace in this area, which we consider very 
vital to the security of this Nation and to the rest of the world; is 
that true ? 

Mr. Jernecan. That is entirely true, Mr. Gary. I think we could 
put the reason for this on several bases. Some of them could be called 
purely humanitarian, because here are 850,000 people who are desti- 
tute and it is not in the American conscience to let people starve. But 
we have much more than a humanitarian reason, a practical one, and 
that is, if these people are not settled, there is danger of some 850,000 
people becoming anarchists, who can cause just all kinds of trouble 
in this area which is of so much importance to us. 

Mr. Rooney. Is it fair to say that if we do not assist in this deplor- 
able situation, all the money we have spent in previous years, and all 
the effort we have put into this area up to the present time would blow 
up in smoke ? 
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Mr. Jernecan. So far as this immediate area is concerned, I think 
that is very well put. 

Mr. Gary. This is the oil area; is it not? 

Mr. JeRNEGAN. This is an oil area, in a very direct sense. Two of 
the major pipelines, bringing oil out of that area, flow practically 
through these refugee camps. 


RELIEF 


Mr. Gary. Now, you started, in response to my question, to give us 
some description of the program you had planned for next year. 

Mr. Jernecan. This $65 million, if appropriated and contributed 
to the Agency, we would expect to be expended in four categories, 
really. One is relief. 

Mr. Roonry. What page are you referring to, Mr. Jernegan? 

Mr. Jernrcan. I am not referring to the presentation, Mr. Rooney; 
I am referring to a special memor: andum which I have here. 

Mr. Rooney. Do you have the figures showing the breakdown, in- 
cluding the amount of this which w vould be for administrative costs’ 

Mr. Jernecan. Yes; I have the figures for administration of relief, 
That is $475,000. 

Mr. Rooney. That is for the administration of relief? 

Mr. Jernecan. Yes, but that does not include such things as ware- 
housing, handling of transportation within the area, registration of 
refugees—I can insert this in the record if you wish. 

Mr. Gary. Y es; I wish you would. 

(The statement referred to follows :) 


The following is the breakdown of the tentative relief budget (in thousands 
of United States dollars) supplied by Mr. Jernegan: 
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Shelter construction (to replace tents) __...--_--_-__--_-_____~_- 2 ur a ae 
eg ees a ee eee eee eae SORE eS ets eee Ie ye eS . 22. 2, 500 
i sedge den ini icin sca ist Ancien mn cacensiol AR 500 
I a ins srtinin pad lacie a ibe somone at ey en oe a a 500 
Transport within U NRW A areas___- seated iy tic csa-saghagee’s be oe 
Wrireshvesine Wad WEN on oe ee eee S25 
Administration_____~-- pie a eee ce ek i 8 oe ee 475 
Share of common services cl agate alba Mettanalte aien dapk Bibk alicia kth wil ated cain deta SOM) 
Ns as tide ts = a eect haces ol arla ennui eae Aaoean ed nae aerial 500 
CRIT I nse ks hein meet plas emaneng ein nme TOO 

pis hs. nee) Se bd on pee a Bide end eb LL. Ghee 28, 300) 
Reduction in budget proposed OT en CN nl ae ene ° DIM) 

Cm POC oe no i et ee oe ie, GUO 


Mr. Gary. Just give us a brief description of the program if you 
will. 

Mr. Jernecan. Yes, I will be glad to. 

The four categories are relief; - resettlement in the Sinai project ; re- 
settlement in the Jordan V alley project and resettlement in various 
small projects scattered about which includes such things as small loans 
to refugees that have an opportunity to set themselves up in small busi- 
nesses; construction of permanent housing in certain areas; the set- 
tlement of refugees on small farms, scattered about, not connected 
with large projects. The grand total of the contribution adds up, | 





265 


the estimate, to $65 million. I would need to refer to my memorandum 
toyive you the breakdown. 

Mr, Narcuer. Some 857,000 refugees are receiving rations; is that 
correct ¢ 

Mr. JERNEGAN. Sir, [am not sure about the exact figure. 

Mr. Narcuer. [ am referring to page 189, as receiving rations from 
the United Nations Relief and ‘Work Agency. 

Vow, how is this United Nations Relief and Works Agency oper- 
ved? Our friend, Mr. Denton, asked if the Communist countries 
were participating in this program, and your answer to that question 
vas, no. As a member of the United Nations Organization, Soviet 
Russia and the satellite countries have something to do with United 
\ations Relief and Works Agency; is that correct? Do they have a 
representative on this Agency / 

Mr. Jernecan. No. 

Mr. NatcHer. They do not have a representative on it; they have 
uothing to do with this particular agency ¢ 

Mr. JerNEGAN. That is right, because this Agency is supported en- 
tirely by voluntary contributions of member nations and it is not 
«ipported at all by a regular assessment of dues, which are paid in by 
all members to the United Nations. This, in a sense, is a separate 
organiaation. It is, you might say, similar to the Red Cross, which is 
dependent upon voluntary contributions of the people. 

Mr. Narcuer. Do the people, the refugees in Palestine, understand 
this situation ; do they understand where this food is coming from ¢ 

Mr. JeRNEGAN. They understand that it is coming from the United 
Nations; and I feel sure that most of them know that, in large part, 
: does come from the United States. I cannot say for certain that 
they all understand it. 

Mr. Narcuer. How do you feel gener ally about letting the people of 
the world know where the relief is coming from? In other words, 
the countries that are receiving millions of dollars in mutual-security 
assistance from this country in each year, do these people know that 
that is money that is being contributed by the United States of 
America ? 

Mr. JerNeGAN. I would think so. 

Mr. Narcuer. What is your organization doing about that, to let 
the people in these countries know that it is coming from the United 
States 

Mr. Jernecan. You are referring now to this particular organ- 
ization ¢ 

Mr. Narcuer. Not necessarily to the refugee program, but I have 
\eference to the mutual-security program in general. 

Mr. JerneGan. I would like to refer that question to Mr. Seager 
is that comes under the FAO program. 

Mr. Seager. Yes, the United States Information Service gives out 
i great deal of information constantly concerning our program 
activities. 

Mr. Narcuer. Does that appear in the press in the foreign countr es 4 

Mr. Seager. Yes, indeed. 

Mr. Narcuer. Are you satisfied that the people of these coun. ries 
now what we are doing for them? 

Mr. Sracer. I think they : are very well informed. In our missions 
overseas, we cooperate with the United States Information Service, 
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and we sometimes have our own small publications. That has lon, 
been the case in Iran, where a publication, I think it is monthly, adver. 
tises all of the activities that are going on in connection with oy 
program. . 

Mr. Natcner. Is that distributed to the people by your agency? 

Mr. Seacer. It is given very wide distribution. VOA broadcasts 
publicize these programs, and it is astonishing how they penetrate 
to the village level in many of these countries. 

Only last week I was asked by the Voice of America to broadcast , 
talk that will be sent out around the world. 

Mr. Natcuer. Concerning what ? 

Mr. Seacer. Concerning our activities and the technical assistance 
support program. I would say that daily, and almost hourly, there is 
information disseminated of the activities we are pursuing. 

Mr. Roonry. One question: In what foreign language did you 
broadcast your talk? 

Mr. Seacer. It was broadcast in English; this next week I am 
going to broadcast in the Turkish language, which I happen to speak. 


UNRWA CASH REQUIREMENTS 


Mr. Gary. Mr. Chairman, I would like to ask that this table 
appearing on page 191 in section 3 of the justifications, be inserted in 
the record at this point. 

Mr. Taser. May I make the suggestion at that point, I wonder if 
the gentleman has read the paragraph on the last part of page 191! 

Now, off the record for a moment. 

(Off the record discussion. ) 

Mr. Gary. This refers to UNRWA cash requirements for the yea 
1956. 

Mr. Passman. Without objection, that will be inserted in the record. 

(The statement referred to follows :) 


UNRWA cash requirements, fiscal year 1956 


Estimate of assets July 1, 195: 
Balance July 1, 1954 
Estimated receipts, fiseal year 1955 24, 500, 000 


64, 000, 000 
Estimated expenditures, fiscal year 1955_--_____ 34, 000, 000 
————————_ $30, 000, 0 
Estimate of expenditures, fiscal year 1956: 

27, 800, 000 
Education and related activities_________ eS 7, 600, 000 
Miscellaneous rehabilitation projects_____----~~- 8, 500, 000 

Required for commitment, major projects: 
Jordan Valley 35, 000, 000 
Sinai 26, 500, 000 
Required for working balance, close of fiscal year_ 20, 000, 000 
———————— _ 125, 400, 0 


Total requirements, less assets July 1, 1955 95, 400, (0 
Proposed contribution from United States__._-_--__ 
30, 400, 000 


95, 400, 000 
Mr. Gary. From that table, it appears that there will be an estimate: 


balance of $30 million on hand as of July 1, 1956. Is that correct! 
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Mr. JERNEGAN. Let me check that figure. 

Mr. Murpny. The $30 million would be the balance, July 1, 1955. 
It would be reduced to $20 million, Mr. Gary, at July 1, 1956, which is 
the figure appearing there alongside the line <i Sarena which 

shows the Belents e, at the close ‘of the fiscal year, $20 million. You 
notice we start out with $30 million cash. 

Mr. Gary. You start out what year ? 

Mr. Murpuy. We start out the fiscal year 1956. 

Mr. Gary. That is what I understand; at the end of 1955, you have 
a balance of 

Mr. Murpny. I understood you to say 1956. 

Mr. Gary. I beg your pardon. The estimated expenditures at the 
end of 1955 is $30 million. 

Mr. Murpny. That is correct. 

Mr. Gary. And your estimated expenditures for the fiscal year 
1956 are $125,400,000. 

Mr. JERNEGAN. No. The estimated expenditures are $105 million, 
leaving a balance of $20 million at the end of fiscal year 1956. 

Mr. Gary. The estimated expenditures are $105,400,000 leaving a 
balance of $20 million. 

Mr. JERNEGAN. Yes. 

Mr. Gary. Therefore, your total requirements, less the assets, are 
$95,400,000, for which we are requested to contribute $65 million, and 
I notice it states it is assumed that the other governments will con- 
tribute $30,400,000. 

Mr. Jernecan. I should explain, Mr. Gary, that if they did not 
contribute the $30,400,000, we would not contribute $65 million. We 


will keep our contribution proportionate to theirs, not above 70 per- 
cent of the total. 

Mr. Gary. $27,800,000 of the expenditures for 1956 will be for 
relief; $7.6 million for education and related activities; $8.5 million 
for miscellaneous rehabilitation projects. 


MISCELLANEOUS REHABILITATION PROJECTS 


Now, can you give us some idea of what the miscellaneous rehabili- 
tation projects are! 

Mr. JeRNEGAN. Yes. I have here a list of some of them. One is 
the development of 40,000 acres of dry-land farming in Syria. An- 
other is the development of 450 acres of land in irrigation in Syria. 

Another is to institute a handicraft weaving program among the 
refugees in the Gaza area. 

Another is the dev elopment of 500 acres for grazing and farming 
in the Gaza area. 

Another is to make small grants on an average of about $100 per 
refugee to those in Syria and Jordan who have found an opportunity 
to set themselves up in small businesses. 

Another is to establish a tent factory in Jordan, employing refugees. 

Another is to make loans, agricultural and industrial loans, in 
Jordan which would promote the employment of refugees. 

Those are examples of what is meant by this mise ellaneous rehabili- 
tation program. 
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RESETTLEMENT IN THE JORDAN VALLEY 


Mr. Gary. Now, we have your proposal to ee $35 million on 
the Jordan Valley project. What is the $35 million to be spent for/ 

Mr. Jernecan. I have a breakdown here showing the total cost 
of the Jordan project which currently is estimated at $107 million, 
That, however, would be spent over several years. 

For the first year, it is estimated we would have to let construction 
contracts for a storage dam and power on the Yarmukh River, to 
cost $21.6 million. 

A diversion dam on the same river, at a cost of $4.5 million; a 
portion of the canal and drainage system that goes with these dams, 
which might cost $12 million. And perhaps about $1 million worth 
of irrigation work in Syria and Lebanon, and some other adjuncts 
to this overall project. 

Mr. Gary. Are any of the dams that you mentioned there under 
dispute between Jordan and Israel ? 

Mr. Jernecan. Let me see—the storage and power dam lies on 
the frontier between Syria and Jordan and, therefore, it is not in 
dispute. These two countries have come to an agreement on the build- 
ing of it. 

The diversion dam, I believe, is exclusively, in Jordan, very close 
to the Israel frontier, but not on it. So physically it is not in dispute. 

Mr. Gary. There was one dam, I think, in dispute between Jordan 
and Israel, a power project, I believe. 

Mr. JERNEGAN. In one sense, you can say that all of these projects 
are in dispute, because when any 1 of these 4 countries attempts to 
utilize the water in the river, immediately it brings down the wrath 
of the other side, in the absence of any agreement. 

The only dam that I can think of that you might have in mind is the 
so-called Banat Yaqub project that is between Israel and Jordan— 
no, between Israel and Syria, where Israel started to put in a diversion 
canal to carry water down to Lake Tiberias, the Sea of Galilee, and 
drop it down to the lake for power. 

Israel undertook this work in the demilitarized zone, between 
Syria and Israel, and Syria claimed, and it was upheld by the United 
Nations, that under the armistice agreement which set up the demili- 
tarized zone, they were not permitted to undertake that project and, 
therefore, the project is now in abeyance. 


SINAI PROJECT 


Mr. Gary. You have $26.5 million for the Sinai project. What will 
that $26.5 be spent for ? 

Mr. Jernecan. About $12 million would go to enlarge the Sweet 
Water Canal that carries fresh water from the Nile over to the Suez 
Canal. That canal would be enlarged to carry a greater volume of 
water. 

And $1.5 million would go to build a siphon to carry this water 
under the Suez Canal. 

And $8.5 million for a power and pumping plant on the east bank 
of the canal to take the water from the siphon and distribute it 
over the land; $3 million for buildings and other construction costs 
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that is, housing for refugees, and $1.6 million for miscellaneous 
and contingencies. 

Mr. Denton. May I ask this question: Is that work in Israel 
ieing done by sow! Government or by private utility companies ¢ 

Mr. JernreGan. I do not believe we are financing any powerplants 
in Israel, are we? 

Mr. Seager. No, I do not know of any. 

Mr. Denton. I thought you referred to the Jordan and Sinai power 
projects. ; 

Mr. JeRNEGAN. Yes. But they are not in Israel. They are in adja- 
cent areas. 

Mr. Denton. In that Jordan area, have the private utilities done 
that, or the Government ¢ 

Mr. JERNEGAN. This would be financed by the United Nations Re- 
lief and Works Agency. I am afraid I cannot remember what is the 
plan of operation. I suppose it would have to be the Government 



















itself. As a practical matter, it would have to be done by the Govern- g 
ment, because I do not know of any private concern that could engage ws, 
in this sort of operation. 3c] 
They would not have the capital and administrative skills, other «<f 
than through some Government agency, to do work on such a scale ( 
as this. = 
Mr. Denton. Are they any different than any other country where - 
they have a large dev elopment ! 3 
I believe that is all, Mr. Chairman. <o 
Ce 


DEOBLIGATIONS AND REOBLIGATIONS 








Mr. PassmaNn. Something was mentioned a little while ago in answer 









* 
to Mr. Wigglesworth’s request for certain information, with respect ae 
to expenditures, and the amount of deobligations and reobligations Ld 
in 195d, cs 

According to the information furnished the committee the deob- 3 
ligations and reobligations in 1954 and prior appropriations for _ 
FOA as of June 30, 1955—and this is for the FOA program—in Y 
general, the deobligated figure amounts to $87,402,183, and that of 2 
«mount. you reobligated $36,595,000. baie 

In Indochina, you deobligated $46,205,387 and reobligated $46,- 2 
205.387. The total deobligations, $ $133,607,570; you only reobligated = 





$82,800,387, leaving a balance car ried as obligated of $51 million. 
You are familiar with that particular figure. 

Mr. Murrny. I recognize a number ‘of the figures; yes, sir. 

Mr. Passman. There are several questions that I would like to ask 
you. I think the committee will need this information to intelligently 
mark the bill. 

Could you furnish the committee with how much was deobligated 
during 1955 from 1954 and prior appropriations, as of the latest date? 

Mr. Murrny. Yes, sir. 

Mr. Passman. If you can give us the information at this time, it 
would be much better. 

Mr. Murpnuy. I recognize the $87 million figure that you read. That 
is the sum total of deobligations since last July 1 mostly where there 
has been a change in commodities. The $46 million figure is now 
$66 million because we have found that the French are going to be 
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able to contribute an additional $20 million for the financing of the 
costs of the Associated States’ forces in Indochina during the calen 
dar year 1954 than we originally expected, and we reduced oy 
obligations to the French to reimburse shane by that $20 million addi 










































tional which makes your $46 million figure go to $66 million. rh 
Mr. Passman. How much of the above funds were reobligateim!" 
as of the same date? ay, | 
Mr. Mvrrny. I would not know offhand. I would think a large!" 
number of them may have been. You have this kind of situations * 
We entered into an agreement with the British in 1954 fiscal yea 


to give them $60 million worth of economic assistance in the form } 
of agricultural commodities. About $20 million of that assistance ane J 
was authorized in the form of beef and butter. The British at thegg®?P 
time thought that they were going to deration fats and oils andj” 

there would be a lar ge run on the butter stocks in the United King- a 
dom, and they thought that they had better have butter on hand. Mi 
like you would have cash on hand in a bank in case of a run, in order w 
to get the population aware of the fact that they should not run’? 


out and buy more butter than they needed. The run did not mate- Mf 
rialize after the derationing, so they decided in view of the high ff!" 
price of butter, instead of taking the fats and oils in the form ofmen 
butter they would take it in the “form of lard. We frequently run ~ 
‘into a situation like this where we cancel the butter and immediately a 
issue a new one for lard. It has not changed the basic arrangement ‘i 
with the British. Our commitment is still to give them $60 million bli 
worth, but technically on our books that $10 million item, canceled, Ped 
shows up as a deobligation. We still owe the British $60 million. a 


We still have to give them fats and oils, and instead of butter it is 
lard. 

We get the $87 million figure by adding up a large number of items 
similar to that. 

Another type of transaction that occurs is this: We find a country 
has unwittingly violated some portion of our regulations. Perhaps 
they paid a higher price for a commodity than our regulations allowed 
them. So on the postaudit, if we find that occurred, we demand a 
refund. However, we entered into an agreement with that country 
to support them to a certain level of aid, and this particular trans- 
action, because of a technicality, cannot be paid for with our funds. 
We cancel out that item. It becomes a deobligation of ours on our 
books. We are committed to give the same level of aid. We issue 
i new procurement authorization for the same item, or a different 
item, and this time they have to be sure they procure it to comply 
with our regulations. You see, these are technical deobligations, 
but in fact, the under standings and agreements between the “United 
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States and these governments are not changed in any respect because @ ) 
we substituted lard for butter, or copper “for steel, or because you My. 
tell them instead of buying this commodity in the open market we ) 


want you to buy it through the Department of Agriculture. 

In a case like that we have to cancel. 

Mr. Passman. I do not want to appear ridiculous, but if you offer 
them butter and they do not want butter, the law does not permit 
you to give them fats and oils? 

Mr. Murreny. It does. But when we cancel out the PA for butter, 
on our books it is a cancellation and technically a deobligation, but the 
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ame (lay we will put one on for other fats and oils, and maybe it is 
rd. So we have not in our overall relations with the British re- 
jueed our commitment $1. All we have done is substitute one item 
for another. 

The $87 million in large part is carrying out previous commit- 
yents where there is a change in the commodity. Sometimes, as I 
wy, it does not even change “the commodity. It is a matter of the 
procurement source. If we issue one for $1 million of cotton and 
ye say buy in the open market and later on for some reason we 
dange and say buy through the Department of Agriculture, we 
jave to cancel the one for the open market purchase and issue a new 
wwe for the purchase of the Department of Agriculture. We are still 
applying $1 million of cotton to the same country but technically on 
our books it shows as a deobligation. We can account for a large 
part of those in that type of transaction. 

Mr. Passman. To what extent did deobligations represent unused 
lances of funds for completed projects? You have certain de- 
ligations in that category, do you not ? 

Mr. Mureny. We have adjustments. For example, it is standard 
practice On some commodities to allow 5 percent deviation of ship- 
nents of quantity. You authorize $1 million worth of a particular 
ommodity and when the final bills are in you find out that only 
50,000 worth was shipped. When you pay the bills, you have a 
iecrease of $50,000 on that transaction, and you close it up. 

Mr, Passman. Can you furnish the committee the amount of de- 
vbligations representing unused balances of funds for completed 
projects ? 

Mr. Murpuy. I will make a good try. It will be a very compre- 
lensive analysis because we would have to go through each item in 
letail over a whole period of a year. It would take a lot of time. 
[will make a try at it. 

Mr. Passman. Of the amounts deobligated, how much was for 
Korea @ 

Mr. Murruy. I have a list here that shows a total of $10,454,970 
ras involved in deobligations in Korea during the fiscal year 1955. 


DEOBLIGATIONS FOR KOREA 


Mr. Passman. To what extent do any amounts including the de- 
obligations for Korea represent unexpended balances of completed 
projects? Do you have that figure ? 

Mr. Murpeuy. No; I do not have it offhand. I would have to 
imalyze each of the deobligations to find out which were that kind 
of transaction and which were completely cancellations or merely 
substitutions. 

Mr, Passman. Will you be able to segregate those and give the 
answer ? 

Mr. Murruy. I will try very hard to get that information. 
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(The information is as follows:) 
Korea—summary program obligations 
Obligations as of May 31, 1955, fiscal year 1955 program __-_--- * $196, 670, 897. Ty 
Obligations, fiscal year 1954 program: 
Obligations as of dune 3, ty04...................+--.- mom, . ee OO, £16 


Deobligations, July 1, 1954—June 10, 1955: 
Valid obligations: 


i 


Closing adjustments___._-----_- $4, 495, 723. OT 
FOA adjustments, estimated value 
NN tell eesti: an 3, 445, 000. 00 


Other United States agency ad- 
justments, estimated value to 
Sembietii ii elie At a: 2, 441, 000. 00 





10, 381, 723. OF 
Obligations declared invalid under sec. 
1311—not available for reprogram- 








img.._..—-....-...--... ~o--------- 73, 247. 76 
———_—_ — 10, 454, 970.83 
1S8, SO, $45.3 
Reobligations, July 1, 1954—June 10, 1955________-___---_ (\ 
Adjusted fiscal year 1954 obligations__.__._-_-__--_-. — 188, S05, 445.3 


1 Excludes obligations against the $189.6 million Department of the Army account for 
fiscal year 1955. and $7.1 million Department of Defense obligations against $28.9 million 
sec. 121 MSP funds allocated for direct forces support. 


Mr. Passman. On what basis do you consider these available for 
reobligation for other projects or purposes ? 

Mr. Murrny. On the basis of a provision contained in the appro- 
priation act, Public Law 778, which comes immediately before the 
general provision which reads as follows: 

Funds appropriated under each paragraph of this act, other than appropria- 

tions under the head of “Military assistance,” including specified amounts of 
unobligated balances, and amounts certified pursuant to section 1311 of the 
Supplemental Appropriation Act of 1955 as having been obligated against appro- 
priations heretofore made for the same general purpose of such paragraph, which 
amounts are hereby continued available during the fiscal year 1955 * * * 
We have interpreted that, Mr. Chairman, to mean that any obligation 
which was found to be valid under the provisions oe section 1511 of 
the Supplemental Appropriation Act as of June 30, 1954, were coi 
tinued available during the fiscal year 1955 by the. ae isions of this 
section. 


1954 FUNDS FOR INDOCHINA MERGED WITIL 1955 APPROPRIATION 


Mr. Passman. Mr. Murphy, could you tell the committee what 
amount of 1954 funds for Indochina did you merge with the 195) 
appropriation ¢ 

Mr. Murpny. Yes. Here it is a little complicated. There was 
a specific appropriation of $400 million made by the Congress during 
the fiscal year 1954 for Indochina. Subsequent to the time » that appre- 
priation was made, the executive branch, by Presidential determi 
tion, made under the provisions of section 501, to which we referre( 
a while ago, increased that amount of availability by $385 million, 
which made a total of $785 million for the support of the forces 
Indochina during calendar year 1954. 
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Now, $745 million of that was obligated on last June 30, 1954. The 
difference of $40 million was expected to be available in French frane 
9) percent counterpart. The expenditures from that $745 million 
on last June 30, as I recall, totaled $96 million, so that there were 
$648 million unexpended on last June 30, but obligated in the account 
for support of Indochina during calendar year 1954. 

Now, that obligation was found to be valid under the provisions of 
section 1311 and was continued available by reason of this provision 
that I just read, and the money was merged with the $700 million 
which was appropriated by the Congress for the fiscal year 1955 under 
section 121 of the Mutual Security Act. 

Mr. Passman. Could you tell the committee on what date the 
certification and merger were made? 

Mr. Murpny. The certification was made in the report dated De- 
cember 31, 1954, as required by section 1311. The merger actually 
took place, as I recall, during the month of February, mainly because 
the Treasury Department refused to allow the mer ger of any of these 
old moneys with the new until the certification under section 1311 
had been lodged with the Congress and GAO as required. 

Mr. Passman. Were any deobligations subsequently made out of 
funds carried forward ? 

Mr. Murpuy. Yes. You mean in this account ? 

Mr. Passman. Yes. 

Mr. Murpny. Yes. We found instead of $40 million worth of france 
counterpart being available as we had anticipated to reimburse the 
French, actually ‘there was a total of $53 million made available, so 
we picked up $13 million additional in that respect. Then because 
we finalized the cost of the associated state forces in Indochina and 
got the French agreement as to how much they would contribute, the 
grand total of deobligations from that $745 million amounted to 
$66 million through the end of the fiscal year. 


PROGRAMS FINANCED FROM SAVINGS IN 1954 OBLIGATIONS FOR SUPPORT OF 
FORCES IN INDOCHINA 


Mr. Passman. Did you reobligate any of the money that was deob- 
ligated out of this particular fund? 

Mr. Murpny. Yes. 

Mr. Passman. What amount ? 

Mr. Murruy. We would expect it would all be reobligated by the 
end of the fiscal year, the whole $66 million. 

Mr. Passman. For what purposes would the $66 million be obli- 
gated ? 

Mr. Murpry. There were transfers of $25,535,000, made under the 
provisions of section 501 of the act. 

( Discussion off the record.) 

Mr. PassMANn. Will vou insert the information for the record at this 
point ? 

Mr. Murpny. I will insert it in the record at this point. 
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(The information is as follows :) 


Programs financed from savings in fiscal year 1954—obligations for support of 
forces in Indochina 


Amounts transferred to other appropriations pursuant to sec. 501, 
or to be obligated pursuant to sec. 401: 


OR... rd. EPRI Wes ee ee EE PENS $25, 535, 000 
meee ST eh er ee iol eiur siosiepiico. (10, 000, 000) 
NOIR bl cacttcenait. 231d hte ei tin bss idchee te ee -lenex (8, 635, 000) 
I I i re (1, 800, 000) 
OCTIIEE, COD TO ici ei epee ene aoe (100, 000) 
pee Masiscemce. meri 3 oe ee (50, 000) 
Indonesia, technical cooperation___.________________-__-_ (2, 000, 000) 
Latin America, technical cooperation___________________ (2, 950, 000) 

SSSI, TORI A i i a ce sh ba lhl i _. 23, 447, 000 
Bolivia, development assistance_____....._____________ (1, T82, 005) 
Fisiti, development assmptancte ut (500, 000) 
Brazil, development assistance_____.___________________ (1, 500, 000) 
Guatemala, development assistance_____________________ (965, 000) 
Pakistan, USIA_---- Si a I ai da (300, 000) 
I, I Cn ines eg eka chines in eros _._. (10, 000, 000) 
Greece, defense support______- Silas sein tahoe hha a bea lbh _. (7, 500, 000) 
I’, 3. oxen OF Oernene. bi ee ce uli te (1, 200, 000) 

Allocations from unexpended balances to be obligated under sec. 

DA iii a a a a i a a 17, 358, 387 
Ocean freight (voluntary relief agencies)_________-_-_________ (1, 000, 000) 
Oren, eres Seer ee ee ee es et (14, 723, 387) 
Guatemala, sec. 409 (d) ocean freight______ Fike cengencscet nascent’ (135, 000) 
PmRoneeia. WeRIRli a: ROWIIILS cock dose bitin ath bie ek nw er (1, 300, 000) 
SIORPIIN GC CER ko ee id bie en (200, 000) 

PROMI), SII ee eee tie tk te ar i ocmatanns 66, 640, 387 


Mr. Passman. This is very complicated. I am sure you will be 
able to explain it. 

Unliquidated obligations, June 30, 1954, brought forward, 
$648,900,110. 

Less revised obligations required to meet expenses of fiscal year 
1954 program, $622,900,110. 

Net funds available for obligation, fiscal year 1955, $26 million. 

Then there is another item, proposed new determination revision, 
current determination, $20,505,387, which in round figures is a total 
of $46,205,000 that evidently you did not have any use for in those 
particular programs, but you did obligate them and later deobligated 
them. 

Mr. Mcurreny. When we entered into the agreement with the 
French ¢ 

Mr. Passman. You did bring them forward, they were deobligated, 
subsequently obligated, and then deobligated. 

Mr. Murruy. No. The second deobligation is not correct. I think 
the difficulty arises here from the fact that these deobligations did not 

take place all at one time in one amount. 

The $648 million was brought forward as obligated on last June 
50. As we proceeded through the year and as our negotiations con- 
tinued with the French and we tried to firm up the cost of the asso- 
ciated states forces in Indochina, it became apparent that the costs 
were going to be less than originally anticipated. We had to proceed 

very cautiously because we could not put through a big deobligation 
and find out that our guesses were wrong. When we finally negotiated 
it out with the French the total sav ings on the associated states forces, 
as differentiated from the French expenditionary corps, was $66 mil- 





lio 


Th 
in| 
we 
tot 
yee 


dec 


pe 


we 


clo 


fu 


275 


lion. We had $345 million obligated, and we finally settled with the 
French at $279 million, and that makes a difference of $66 million. 
The reason why you have $26 million and then $46 million, and then 
in turn I talk about $66 million is because they took place in stages 
as we moved through the year, and as the costing figures came in and 
we finally firmed it up to the point where we now know what our 
total costs for the support of the associated forces were in the calendar 
year 1954. 

' Mr. Passman. On this basis then you would expect to have many 
deobligations out of the remainder of the unexpended funds on hand? 

Mr. Murreny. No. In the case of the support of the French ex- 
peditionary corps—— 

Mr. Passman. I am speaking of the overall program. 

Mr. Murpeuy. Well, I would expect going through fiscal year 1956, 
if you allow for all this type of change that I deser ribed to you, where 
we substitute one commodity for another and we have adjustments on 
closings, there would be substantial deobligations. 

Mr. Passman. Carrying back into the ‘fiseal year 1954 and 1955 
funds? 

Mr. Murpny. Yes; I would imagine so. 


PROGRAM FOR PALESTINE REFUGEES 


Mr. Passman. We will now go back to the $65 million program. 

Mr. Taser. It looks like this program you have would take care of 
sbout a quarter of as many people as you indicate in your statement. 
That would be a liberal approach to it. It would appear that your 
problem is on a larger order than you have set it up here on page 191. 

Mr. JeRNEGAN. Mr. Taber, I can readily understand your point. 
Iam quite sure in New York State 125,000 acres would not take care 
of anything like this many people, but I would like to say this project 
has been thoroughly analyzed over a long period of time by a highly 
competent American engineering firm which has studied the amount 
of water available, the amount of land available, the kind of land 
available, and the kind of farming which can most profitably be intro- 
duced in the area. There are several things that take it completely 
out of the same category as farming in most parts of the United States. 

First of all, these 125,000 acres are in the lower Jordan Valley which 
lies from 600 to 1,200 feet below sea level. It is, therefore, a very 
warm area. It is fertile land lacking only water to make it produce. 
When it has water, because of the very warm climate and the very 
limited rainfall, or rather the great quantity of sunshine, it can pro- 
duce three crops a year, many of them specialty crops which produce 
a greater cash value per acre than the ordinary crops grown in the 
area, or elsewhere. 

The second consideration is that this figure of 150,000 refugees, 
which in fact I think is perhaps on the low side, includes not only those 
who will be supported directly by farming on the land, but all of the 
population who would service those farmers—the storekeepers, the 
coum who run the transportation, and all the rest. 

Thirdly, we have to remember that we are talking about refugees, 
people who live in an area of very low living standards, who are ac- 
a to making a living on very limited areas, to making the very 
most out of every bit of land that they have. 
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Mr. Taser. What sort of land is it / 

Mr. Jernecan. It is desert now, sir. It is dry. It has little or no 
production on it except perhaps briefly after a rain, or in small see- 
tions where there is a stream or two. I think a comparison might be 
interesting with the Sinai project that I mentioned before, where the 
plan will "provide approximately 5 acres of land per family of ay 
average size of 5 people, and there again you will have high yields 
because of warmth of the climate, and it is estimated that 5 acres of 
land in that area, if given adequate water, will more than adequately 
support that family of 5 people on a standard somewhat higher, per- 
haps, than the average that now prevails in the surrounding country, 

Mr. Taper. Frankly, if you get that through you would still have 
about 600,000 of them to take care of somewhere else. 

Mr. JERNEGAN. Yes, sir: and I confess that is not a pleasant pros- 
pect. As I think I said before, we base our hopes 

Mr. Taser. You have another project of $500 million to take care 
of them on a similar basis. 

Mr. JerneGan. It is hard to estimate what the cost might be, be- 
cause you have several possibilities here. If the resettlement begins 
on a large scale with these two projects, we believe that the other 
Arab States will be induced to cooperate more effectively than they 
have in the past in providing land and authority for these projects, 
Syria alone could provide land, and has potential water resources, to 
settle a half million refugees within her own boundaries. 

Furthermore, these States are beginning to develop an expanding 
economy—some of them at least, Iraq and Syria are—and as their 
economies expand there is a greater demand for working forces and 
it is not difficult to foresee that in a few years there will be an attri- 
tion of that sort in addition to the projects that will be undertaken 
by the U.N. 

Mr. Taser. That is all I have at the moment. 

Mr. Fernanpez. I have one question. Does not this commit us 
to make in the next 5 years whatever contribution it takes to complete 
the project ? 

Mr. JerneGan. I think it would commit us. I think we are morally 
committed now to support any projects of this kind that will in fact 
resettle these refugees. 








‘TECHNICAL COOPERATION 


Mr. Passman. The next item will be “Technical cooperation,” in the 
the amount of $41 million. You are asking for an increase in this 
appropriation for fiscal year 1956 over previous years. 

Mr. Murrny. Yes, from $3: 3,826,000 to $41 million. 


UNEXPENDED BALANCE 


[r. Passman. What is the unexpended balance in this particular 
item as of the latest available date ? 
Mr. Seacer. We will find that and insert it in the record. 
(The information follows :) 
The unexpended balance of fiscal year 1955 and prior year technical coopera- 


tion appropriations for the Near East and Africa was $49.5 million as of April 
30, 1955. 





\r. Passman. It says fiscal 1950-54, $37,752,000. Was that the 
wal amount for the total program in fiscal 1954? 

Mr. Mcurepuy. No. That 1950-54 is following the previous year 
‘mat When we had military assistance, but the $37,752,000 was just 
the 1954. 

EMPLOYMENT 


Mr. Passman. What is the actual employment by country as of the 
test date for the entire technical cooperation program? 

Mr. Murrny. The total as of March 31, 1955, was 995. 

Mr. PassmAn. How many were United States technicians? 

\r. Murpny. They were all United States technicians. 

\r. Passman. How many of them are contract personnel ¢ 

Mr. Murry. As of April 30 I have it by country. These are the 
me of United States nationals employed by contractors rather 
‘ian by the United States Government. 

Mr. Passman. You have the contract personnel broken down in 
nother group ¢ 

Mr. Murpuy. Yes; but the difficulty is this includes the Near East 
ud Africa and south Asia. Egypt, 16; Ethiopia, 49. 

Mr. Passman. I think it would be just as well if you gave us the 
verall program. 


\CTUAL AND ESTIMATED TECHNICIAN STRENGTH BY COUNTRIES 
Mr. Murpny. I have a table dated April 30 which shows all person- 


vel employed under the program both for Washington and overseas. 
For overseas it is broken down by area and then it is shown for each 


wuntry, and it is also broken down as to those charged to adminis- 
ative funds and those charged to program funds. 

Mr. Passman. Without objection, we will place that in the record 
at this point. 

The table referred to is as follows :) 


FOREIGN OPERATIONS ADMINISTRATION 


Actual and estimated technician strength by countries 


Authorized employment as of June 
30, 1955 as contained in MSP pro- Actual employment Apr. 30, 1955 
gram estimates books 


U. 8S. Gov- 
ernment 
technicians 


U. 8. Gov- 
ernment 
technicians 


Technicians 
by contract 


Technicians 
by contract 


EUROPE 
Yugoslavia... - 
stern E urope technical ex- 
ige ses< oce-s 


otal, Europe. 


NEAR EAST AND AFRICA 


See footnotes at end of table. 
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Actual and estimated technician strength by countries—Continued 


Authorized employment as of June | 









































30, 1955 as contained in MSP pro- | Actual employment Apr, 30, }95. 
gram estimates books ' 
| U.S. Gov- | v U. 8. Gov- | ss 
| gcrmment | Technicians | Total |  erninent | Pechnleians | oy. 
| technicians |" | technicians | . 
NEAR EAST AND AFRICA—Con. 
| | 
TI a wa Ay 1 | 50 | 52 12 
BSE nak sais dae : 62 30 | 92 61 1 
Libysa.....- ovuvde die be Lot 53 3 | 56 | 52 3 
Saudi Arabia__._.....---- | Ai Bie eee oe eas ca | 2 
yy pe Rea ee 70 109 179 | 74 69 
Overseas territories - camel 15 76 | 91 | 18 
Regional projects. - __---- 35 10 45 | 19 
Total, Near East and 
iii een 835 555 | 1,390 | 812 3 293 1,10 
ASIA | 
South Asia: 
Afghanistan __.....-_-.-- 33 26 | 59 | 34 y 
IE Lili kins sedcten obbaebolel 109 | 115} 224 | 104 45 i 
PE oe oe utd 17 2 19 7 2 
RRR SE SS 92 | 87 179 78 60 
Far East: 
Burma..-_---- be RE ES Se Socks a 1 | 
China (Formosa) - -_--.---| 60 | 62 | 122 55 | 49 i 
Indonesia. .----------- 70 | 86 | 156 | 59 49 1g 
iis vkcnnscecndamiet 11 | 3 14 10 |-- | 
PE sali inane Peis 261 4170 431 5 425 163 
Philippines ---------- 136 61 197 | 119 54 17 
Thailand ___- er 91 105 196 76 12 
OOOO... .aescecnc-sd | 13 38 51 12 
NE RG baa secackknk oo bm Bie heck betes 4 hee 
eS. ho 78 68 | 146 96 1 
Total, Asia_........-- | 75 | 823 | 1,798 | 51,077 8 435 1, 04 
LATIN AMERICA | | 
Bolivia..........- | 55 | 8 | 63 | 001}. cla 
ied oe ee 90 9 | 99 | 81 8 ‘ 
GE hawkenvidnente giehoue 32 | 6 | 38 | eee 
oS eee noise 27 7 | 34 22 7 2 
RR MR aa cacaanate « ; 24 2 | 26 | ee 2 
Oume...... ; 7 14 1 | 15 15 1 l 
Dominican Republic--_.. Si aeedia tess 10 10 1 1 
ie 39 4 | 43 36 2 i 
EI Salvador-_.__- i , a a ee 35 34 3 
Guatemala. _-_- nakoah 15 ll 26 | 16 | 8 2 
OR coca ~ilpte Ahh chiens 36 | 4 40, 35 4 i 
MIN clit cakes : 22 | 1} 23 et. cu dot x 
Mexico. -_- yeuscaatwae 28 18 46 | 27 5 ‘= 
Nicaragua. -._--- =— ke 22 1 23 23 : ca q 
a ag ial 40 13 53 | 37 9 4 
Paraguay. ------- é Oe acca 37 33 |. BS 
PR oe ae os 5 eee 55 | 18 | 7 52 8 i 
Uruguay..<.....<... _— 4 dccsensuset 7 ae 
Venezuela. _.- mbes ee es 7 Bice 3 f 
Overseas territories - - . - -- : 11 ll 22 | 17 9 : 
Regional projects. - ---- : 29 3 32 ee 2 
Total, Latin America_- 635 117 752 | 598 762 66 
wes Geen... hk 2, 570 1,681 | 4,251 5 2, 598 8 867 3, OM 





1 This figure represents the total number during the year, largely of short-term duration, rather than th 
number expected to be employed at any given date. 

? Includes contracts by foreign govern’rents financed by FOA. ; 

3 Contracts already consummated and in process of being implemented are estimated to. produce 1! 
additional personnel on or about June 30. Funds obligated and contracts under negotiation will produce 
additional personnel at a later date. 

4 Represents current estimate of item included in estimates books as “‘not available.’ 

5 Includes, for comparability purposes, 91 civilian employees of Department of the Army financed by! 
FOA funds, and 328 military personnel financed from Department of the Army funds. . 5 

6 Contracts already consummated and in process of being implemented are estimated to produce 21 
additional personnel on or about June 30. Funds obligated and contracts under negotiation will produc? 
additional personnel at a later date. 

7 Contracts already consummated provide for an additional 37 personnel as of May 31, 1955, with othery 
to follow during June. 

§ Contracts already consummated are expected to produce not less than 387 additional personne! on 0 
about June 30, 1955. See footnotes 3, 6, and 7. 
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Mr. Narcuer. What is the total, even though you are going to place 
tin the record ¢ 

Mr. Mureuy. The grand total of employment under this program as 
ipril 30 was 6,943 people, 3,052 charged to administrative funds and 
891 charged to program funds. They consisted of 4,588 Americans 
ud 2,355 foreign nationals, and in addition there were 793 United 
states contractors employees worldwide. ‘This table shows them by 
area and by country as well as by fund. 

Mr. Taper. Are these actual employees or the number the things 
yere set up for? 

Mr. Murpuy. These are actual employees. 

Mr. Passman. United States employees / 

Mr. Murpuy. And the locals are shown too. They are separate. 

Mr. Taper. What do they do? That is the thing I do not under- 
iand. You have a great bunch of stuff here, but what are they doing 

seach place? 

Mr. Murruy. In each country we have for technical cooperation 
ilbreakdown by fields of activities. They are carrying on programs of 
great variety as you go from country to country. 

Mr. Passman. Will you give us the number of participants in the 
echnical exchange portion of the technical cooperation program ? 

Mr. Mureny. Technical ga in 1955 in Europe, 1,075. The 
wmparable figure for the Near East was 866, and for Asia 1,784, 
shich was divided 302 South Asia and 1,482 Far East; and Latin 
\merica, 1,258. The grand total is 4,983. 

Mr. Passman. In view of the fact there is a considerable number 
of projects in the pipeline on which little or no work has been done, 
iow can you justify an increase in the request for technical coope1 ation 
n 1956 ¢ 

Mr. Murpuy. As I said earlier, on a program like this technical 
woperation program, when you consider it is September as a rule 
vfore the funds are made available to the agency, and the amount 
nade available is usually less than the amount in the President’s 
iulget, it takes weeks and weeks to revise the program, and then we 
4 ave to go to the Bureau of the Budget to get the funds apportioned. 
im ou have the first half of your year gone before you have anybody in 
the field able to even sit down with the other countries and come to a 
specific agreement as to the projects. So there is a 6-month admin- 
istrative lead time before you can talk to the other countries. Then 
‘ese involved negotiations with the countries take months, and con- 
‘dering the variety of fields of activity, it is not surprising that it is 
Mare ‘hy April, or May before you start putting things in the pipeline 
irom the fiseal year funds. 

Mr. Passman. Are you not operating with large unexpended bal- 
inces, though ? 

Mr. Murrny. To the extent these unexpended balances are obli- 
gated —— 

Mi. Passman. They are for the same projects / 

_ Mr. Murpiry. Not necessarily the same projects. To the extent you 
ave the money tied up in obligations for project X, obviously you 
“innot use it to start project Y. Ina program of this nature I do 
hot think you will ever get to the point where you will need less than 
year’s pipeline, 

Mr. Taner. How are we going to tell anything about it from this 
picture? I do not think we will know anything about the pic- 
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ture. I do know this—I have gotten it from all directions—t}, 
these so-called technicians in most every case have a college degree j 
agriculture, but they have never operated a farm themselves and t!, 
do not know enough about it themselves to do them any good. T),4 
is the story I get on the picture in the field. 

Mr. Sreacer. I wonder if I could take the case of a specific country 
in response to that question? In Iran we have trained upwards » 
20,000 teachers in 10 provinces. We have 10 provincial mission 
throughout that country and our agricultural extension workers ay 
ether technicians are not stationed in the capital city. There are song pe! 
in the capital city, but they go out across Iran and are stationed in t) 
provincial capitals and are working in those provincial capitals wif AE 
the people of the country. That is true also of all the underdeveloye 
countries to a greater or lesser degree. pu 

Mr. Taser. It is not true at all in India. eve 

Mr. Seacer. Oh, yes. You will find many of them in the comm 
nity development areas in India. There, again, they are operatir, 
outside of the capital city. It is true also in Ethiopia, where we hay 
our technicians stationed outside the capital area working on agri 
culture, public health, and educational projects. 







Mr. Denron. How much in this particular fund is in the pipeling the 
and how much is unobligated and unreserved? I am talking abou | 
this $41 million. As 

Mr. Murrnuy. That is the money we are requesting for 1956, and we Is 
do not have it yet. a 

Mr. Denton. I am speaking about this account, “Technical ” 


cooperation.” 

Mr. Murreny. Out of the $33,826,000 for 1955 we expect it will lx 
fully obligated by June 30. In other words, there will be no unobli 
gated balance. ; 
~ Mr. Denton. What is it as of today ! 10 

Mr. Murpuy. As of April 30, $26.1 million has been obligated out 
of the $33.8 million. 

Mr. Denton. That is all. 

Mr. Taser. You have not brought in here the whole picture lik 
you gave us last year so that we can see the whole story. Last year yo 
gave us a picture showing the number of people of each type of tech 
icians in each country, the number of positions that were set up, an 
we developed the number of people that were actually on the job 
That showed us that about half of the positions were filled, and you 
were asking about double what you had the year before. ‘This yea 
we do not have a blooming thing to go by on the whole picture. We 
are just taking it blind. If that is the way it is to be presented, it look: 
like it was a total failure. my 

Mr. Mureny. May I call attention to the fact starting with Egyp 
on page 92 and going through every country there is a table showing 
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’ a 
exactly the information you are asking for. - 

Mr. Passman. Where is the overall sheet in this book summarizing], 
the pages that you refer to? a 


Mr. Murrny. We do not have such a sheet, but I shall be glad 4 
prepare one if the committee desires. q 
Mr. Passman. I think it is highly desirable. 
Mr. Murreny. I beg your pardon. There is one on page 83, Ther 
isa summary for the whole Near East and Africa. 
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Mr. PassMAN. Does it show the number authorized by legislation 7 

Mr. Murpny. Yes. 

Mr. Passman. What page? 

Mr. Mureny. Page 83. In the middle of page 83 under the heading 
“United States Government technicians,” you will find for each fiscal 
year, 1954, 1955, and 1956, the number of technicians for which we are 
requesting funds; and in the next column you will find the amount 
of money we are requesting to finance those technicians, and if you 
continue to move across the table you will find the number of contract 
personnel, 

Mr. PassmMAn. Where do we find how many are on the roll as of 
April 804 

Mr. Murpnuy. | have this table which I have already agreed to 
put in the record which shows actual employment on April 30 for 
every country. 

Mr. PassMan. Can you give us that / 

Mr. Murpny. 3,891 program personnel. 

Mr. Passman. How many were authorized / 

Mr. Murpny. 835 for the Near East is the authorized figure. 

Mr. Taser. That is the authorized figure. How many are actually 
there 

Mr. Murreny. This table is for the Near East, Africa, and South 
Asia: Egypt, 119; Ethiopia, 87; Greece, 35; Tran, 232; Iraq, 135: 
Israel, 125; Jordan, 105; Linen 287 ; Liberia, 107; Libya, 52; Saudi 
Arabia, 2; Turkey, 8%; overseas territories, 6; and regional propects, 
19. 

Mr. WiecLeswortH. Off the record. 

(Discussion off the record.) 

Mr. Taper. What does participants mean ? 

Mr. Murpny. They are the trainees that come to this country 
for training. 

Mr. Taser. Are they included in the figures you gave us? 

Mr. Murpuy. No. They are not employees. 

Mr. Passman. Will the gentleman yield for a moment? 

Mr. Taser. Go ahead. 
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TOTAL AUTHORIZED PERSONNEL, 1955 


Mr. PassmMANn. Can you tell the committee what is your total author- 
ized personnel for fiscal 1955? 

Mr. Murrny. The fiscal 1955 employment total is 4,081. 

Mr. Passman. Authorized personnel ? 

Mr. Murpuy. Yes. 

Mr. Passman. How many were actually on the rolls as of April 
30¢ Do you have that figure ? 

Mr. Murpny. I am not sure they are exactly comparable. I have 
a total of 3,891 here. 

Mr. Passman. We had so many figures last year; they should be 
comparable. Could you prepare a table showing by country the total 
authorized personnel and the number of personnel on the rolls as of 
April 30? 

Mr. Murpny. Yes. 

Mr. PassmaAn. Total and by country. 

Mr. Murpny. Yes. 

(The information requested is as follows :) 
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EMPLOYMENT OF LOCAL PERSONNEL AS TECHNICIANS 


Mr. Taser. Here is something I do not understand. You have 835 
authorized in the Government technicians and 446 contract employees 
in this area. That makes a total of 1,281. You read off a list of 
those on the rolls and it adds up to 1,385. 

Mr. Mourruy. The totals I read included local personnel. These 
are United States Government personnel in this table. For example 
in Egypt 68 of the 119 were Egyptians. 

Mr. Taser. Sixty-eight were Egyptians? 

Mr. Moreny. That is correct. 

Mr. Tazer. What is the next one? 

Mr. Moureuy. In Ethiopia 53 out of 87 were Ethiopians. 

Mr. Tazer. And the next one? 

Mr. Mourpny. In Greece 17 out of the 35 were locals. 

In Iran, 25 out of 232 were locals. 

In Iraq, 57 out of 135 were locals. 

In Israel, 78 out of the 125 were locals. 

In Jordan, 40 out of 105 were locals. 

In Lebanon, 235 out of 287 were locals. 

In Liberia, 46 of the 107 were locals. 

In Libya the whole 52 are Americans. 

In Saudi Arabia, no locals. 

And in Turkey 6 out of the 80 were locals. 

Overseas territories, 6, none local. 

Regional projects, 19, none local. 

I will be happy to make a table which will show the actual employ- 
ment on April 30. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Taper. You had better make that worldwide. 

Mr. Passman. Yes, the entire program, the number authorized, the 
number on the rolls, by country, for the entire program. 

Mr. Murpny. Yes, sir. 


CONTRACT PERSONNEL 


Mr. Taner. Does that include the contract services too? 

Mr. Murrpny. No. The contract personnel are shown in another 
column. 

Mr. Passman. Will you make the same list for contract personnel? 

Mr. Morpny. Yes. 

(The information requested may be found on p. 277.) 

Mr. Taser. Does contract personnel mean people who contracted to 
go in and do a job like a construction job, or what does it mean? 

Mr. Murreny. They are firms or organizations that have contracts 
to carry out parts of this program, such as universities. 

Mr. Taser. Would that include locals? 

Mr. Morrery. No, sir. Those are all American personnel. 

Mr. Taser. All right. 

Mr. Passman. Mr. Wigglesworth. 

Mr. Wicerrswortn. You have broken down the $41 million re- 
quested as between various countries. That is merely an illustrative 
table, is it not? 
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Mr. Mureny. That is correct. That is our best judgment of how 
we can divide the $41 million. 

Mr. WiceLeswortu. And this is a worldwide appropriation ? 

Mr. Murpny. Yes. The $41 million is the Near East and Africa 
rortion. The appropriation is global. — 

Mr. Wiceteswortu. The appropriation is global so that you can 
transfer any part of this anywhere as far as the law is concerned ? 

Mr. Murpuy. Yes, sir. 

Mr. Wiaeteswortu. I would like to know eevee about what is 
being done. On page 82 of section III you have a breakdown in terms 
of major activity fields. You have it broken down into agriculture 
and natural resources, industry and mining, transportation, labor. 
health and sanitation, education, public administration, community 
development social welfare and housing, import of saleable commod- 
ities, and all other. 


ANALYSIS OF ESTIMATE BY OBJECT CLASSIFICATION 


How much of this $41 million, generally speaking, is for advice for 
personnel, and how much is for projects? 

Mr. Mureuy. Of the $41 million, Mr. Wigglesworth, $7,291,000 
would’ be for supplies and equipment. 

Mr. WieGLeswortH. What do you mean by supplies and equipment ? 

Mr. Mureny. Items that would be needed in the project, micro- 
scopes, or whatever might be needed for the project, dental supplies 
and equipment. 

Approximately $25 million would be for United States technicians, 
employees, salaries, living allowances, transportation of themselves 
and dependents and their effects, and so forth; $3,730,000 would be 
for training courses, participants coming to the United States. 

This is shown here on page 83, Mr. Wigglesworth, distributed by 
functions, 

Mr. WiaeteswortH. Do I understand this whole $40 million is for 
salaries and expenses except $7,291,000? 

Mr. Murrnuy. Yes. It includes the trainees, the technical training 
program. 

Mr. WieeLeswortH. You gave us a figure of $7.2 million for sup- 
plies and equipment. 

Mr. Mourppy. Yes. 

Mr. Wicateswortn. What large demonstration projects are in- 
cluded here, if any ¢ 

Mr. Seager. None of the demonstration projects would be classified 
as large in any of these, Mr. Wigglesworth. They are agricultural 
demonstration areas, demonstration of equipment, and educational 
programs. 

Mr. Wieeteswortu. Does this include anything for the acquisition 
of land for the projects ? 

Mr. Seager. No. 

Mr. Wiceieswortu. Any construction ? 

Mr. Seacer. No. 

Mr. WiccteswortH. I was under the impression, and I may be in 
error, that we have gone beyond the field of advising in this technical 


— program and that we have got into pretty large-scale oper- 
ations, 
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Mr. Murrny. At one time there was a tendency in that direction, 
but that has been closed down very sharply. Last year the Congress 
in the authorizing legislation, limited the use of these funds to dem- 
onstration or pilot type projects. 

Mr. Seacer. I would say that it is much less now than at any time 
in the history of this program. Historically, in the early days of the 
technical assistance point 4 program, and before it was generally ac- 
cepted, that is, the paneer behind the point 4 program, there was a 
tendency on the part of the governments to want us to build things 
rather than to train, but as they have acquired experience with the 
program, it has been much more generally accepted as a training 
program. 

Mr. WiccLeswortu. At one time, there was a very large project in 
India, as I recall it. 

Mr. Murpny. Not since 1954, with the appropriation of special 
economic assistance funds, the Congress clearly indicated it did not 
want development assistance projects financed with the technical 
cooperation funds. 

In 1955, since it is expressly stated in the law that they did not 
want it, it has stopped. And if there is anything like that going on 
today, it is done under the development and assistance title, and 
not under technical cooperation. 

Mr. Seacer. That is right. 


ACCURACY OF ESTIMATE 


Mr. WiceieswortH. Does this $41 million represent specific proj- 
ects in each total, or, again, is it more or less an overall guess as to 
what will develop? 

Mr. Seacer. That is a pretty accurate estimate, Mr. Wigglesworth, 
based on our earlier experience in carrying out the programs. Most 
of these programs of technical cooperation are programs of a long- 
term nature, continuing programs, rather than new projects. That is 
particularly so in the fields of agriculture, health, education, public 
administration, and so forth. 


INCREASE FOR SUPPLIES AND EQUIPMENT 


Mr. WiceteswortH. The increase in me and equipment repre- 
sents an increase in the number of projects? 

Mr. Seacer. It represents the increase in the total sum as compared 
with last year. 

Mr. WiccteswortH. You had $5.2 million for supplies and equip- 
ment last year, and now it has gone up to $7.2 in 1956. Without going 
into detail, why this increase? 

Mr. Seacer. The total area figure is larger, Mr. Wigglesworth. 

Mr. Wiceteswortu. I know that. Iam asking why. I assume that 
as for supplies and equipment, there is some relationship to the num- 
ber of technicians, contract services, and participants, but why this 
large inexenne t This is the biggest figure we have had in this field, is 
it not 

Mr. Seacer. I do not know about the previous years, but I would 
say that this is about the biggest figure we have had. 

Mr. Murpuy. I am not sure what the 1953 was. 
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Mr. WiueteswortH. Well, it is 25 percent bigger than in 1955; and 
3.3 percent more than in 1954. 

Mr. Seager. Yes. 

Mr. WicGLEswortH. Do you mean that the committee is to under- 
stand that all of this $41 million represents specific projects which you 
have carefully considered and approved in the countries indicated ¢ 

Mr. Seacer. If you will examine the tables, country by country, I 
think you will get a better understanding of the breakdown of each 
particular technical cooperative program. 

Mr. WiceLesworrH. That may be true, but that does not answer the 
question I asked. 

Will you read the question, Mr. Reporter ? 

(The reporter read tne pending question.) 

Mr. Seacer. Is that the question? 

Mr. WicGLeswortH. Yes. 

Mr. Seager. Yes, indeed. 

Mr. WiceLeswortH. My attention is called to the fact that in India, 
out of a total—— 

Mr. Seager. In India? 

Mr. WieecteswortH. That, of course, is not in this area. 

Mr. Seacer. No. 

Mr. WiecieswortH. Well, I will reserve that until we get to it. 

If we went through this general area, country by country-—— 

Mr. Seacer. We could give you a breakdown of the projects. 

Mr. WicGLeswortH. Would we find that the great bulk of the 
amount you are requesting is for salaries and expenses as distinguished 
from equipment and supplies? 

Mr. ave Yes. 

reas WiccLeswortTH. What might be called nonpersonnel expendi- 
tures ¢ 

Mr. Seacer. Salaries, plus supplies in support of demonstration 
projects. 

Mr. Wiceteswortu. I think that is all, Mr. Chairman. 

Mr. Rooney. One further question: Have any Government funds 
been used in connection with any hotel buildings in Turkey ? 

Mr. Seager. No. 

Mr. Passman. Thank you, gentlemen. 

oo committee will stand in recess until Monday morning at 10 
o'clock, 





288 


Monpay, JUNE 27, 1955, 
NONMILITARY ASSISTANCE IN SOUTH ASIA 


WITNESSES 


GEORGE V. ALLEN, ASSISTANT SECRETARY OF STATE, NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

CEDRIC H. SEAGER, REGIONAL DIRECTOR, OFFICE OF NEAR EAST, 
SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


FOREIGN OPERATIONS ADMINISTRATION 


JOHN E. MURPHY, CONTROLLER 

RICHARD E. LIPPINCOTT, CHIEF, PROGRAM STAFF, OFFICE oF 
NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS 

JOHN P. FERRIS, CHIEF, INDIA, NEPAL, AND CEYLON DIVISION 

JOHN H. CANNING, ACTING CHIEF, PAKISTAN AND AFGHANISTAN 


DIVISION 
DEPARTMENT OF STATE 


J. JEFFERSON JONES III, DIRECTOR, OFFICE OF SOUTH ASIAN 
AFFAIRS 


PHILANDER P. CLAXTON, OFFICE OF CONGRESSIONAL RELATIONS 


SOUTH ASIA PROGRAM 


Mr. Passman. The committee will come to order. 

We have with us this morning the Honorable George V. Allen, 
= Secretary of State, Near Eastern, South Asian and African 
Affairs. 

We also have Mr. Seager back with us and the other witnesses who 
appeared last week. 

First we will insert in the record pages 195 and 196 of the justifica- 
tions, and also copy of some statistics given to us by Mr. Murphy. 

(The information referred to is as follows:) 


Soutu ASIA 


Regional comparative summary of programs, by functions 


{In thousands of dollars] 











Program 
Function | | se 
| Fiscal year | Fiscal year | genous, 
1954 1955 yes 
| 1906 
ate 
| 
I sii tain nian natin Roauuinuba ardent tink ie Bc a oe la ce 20, 000 
SRE HE ils co nctcccacsecncccs Io eet ee hieiia nieces as hiatal as 14, 500 | 66, 900 63, 000 
DOCU, = ou tie i. Kevin cniivivbctn plist dceundeasen 61, 649 70, 935 71, 000 
I ooo nc a denephatastnastlneaasaeeeaaleeeamarens | 1 36, 815 23, 106 27, 000 
COE I elt 6 olen dit Se patie ucnesendancas chong bban See Wiccess--.- 
Total programs other than military assistance. __............- 112, 964 161, 241 181, 000 
Of which financed by loan: 
PP sk ccd Ab ban eels ch adhbdds Jadindacs cso Thamonesaehn | DE Ge Eedibcasccccee 
OUI BONO ii desis ndcicecencciecnhssnwcts absccnncimed | 


1 Regional summary table, p. III—195, vol. 2—pt. 1, shows $35,856,000 for regional technical cooperation 
total for Far East and south Asia. This figure is net, Burma deobligations of $10,094 having been deducted. 
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Mr. Passman. Mr. Allen, have you a statement you would like 
to make? 

Mr. AtLEN. I do not have a prepared statement, Mr. Chairman, 
but I would be very happy to discuss generally the area and to 
answer any questions. 

Mr. PassMAN. Very well. 

Proceed in your own way. 


GENERAL STATEMENT 


Mr. AtteEN. The area we are discussing this morning, which we 
refer to as South Asia, includes five countries—Afghanistan, Pakistan, 
Nepal, India, and Ceylon. 

These countries form a significant part of the underdeveloped areas 
of the world. There are many others, but when you ask a man on 
the street what area comes to his mind when he thinks of under- 
privileged masses, he is likely to refer to this subcontinent. 

This is an area whose population includes upward of a half-billion 
people, including 360 million in India and almost 80 million in Pak- 
istan. The other three countries we are considering, Afghanistan, 
Nepal, and Ceylon, are relatively small in population. 

We hear a great deal, Mr. Chairman, about the different quarrels 
going on in the world, such as the dispute over Formosa, over Indo- 
china, and various other places. But in my own opinion, the most 
important news in the world today is something which doesn’t get 
newspaper headlines. I refer to the sudden, almost startling, efforts 
on the part of underdeveloped areas, for the first time in history, to do 
something about their standard of living. 


BASIS FOR NEED OF ECONOMIC AID IN SOUTH ASIA 


The question often has been asked, Why haven’t these people done 
something about their economic situation before? They have been 
living there 5,000 vears. They have a long cultural and literary 
history and plenty of natural resources. 

I think it is perfectly legitimate to ask the question why, after 5,000 
years of history, do the countries of this area suddenly come along and 
ask the Members of the United States Congress for funds to help 
them build dams, clear up malarial-infested swamps, improve their 
agriculture, and so forth. Why, after so many years of indifference 
have they become excited about progress and change. 


INDEPENDENCE OF COUNTRIES CONCERNED 


I think the answer lies primarily in the fact that these areas are 
now independent for the first time in modern history. They feel that 
they live in their own country—that they cannot blame somebody 
else if they still have malarial-infested swamps or unhealthy and 
unsanitary villages. 

MASS COMMUNICATION 


Another answer is the spread of information, of mass communica- 
tion; I think democracy is as good a term as we can use. Until a 
generation ago, people who lived in the villages of India never expected 
to see anybody 5 miles away from their own home town during their 
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whole lives. Today, as the result of communications, of radio, of 
the automobile, visitors are going through all of this area, and th 
villagers themselves are apiiien They know how other people liy; 
and they have become energetically insistent on a better life thay 
they have had before. 

Our aid program fits exactly into that sudden awakening of thes 
people for improved economic conditions. 


BASIS FOR UNITED STATES PROGRAM 


One could ask why the United States should feel responsible fo 
helping them. It is all very well, you may say, if these people want 
to improve themselves. Let them do so. We will cheer them. Buy 
why should the American taxpayer be concerned with their problems 
when we are unable to balance our own budget. 

I think the answer is that while the problem is their own most direct 
concern, we do also have a concern because we live in this ever- 
shrinking globe, and it is not a very good globe for the United State 
to live in as long as there are these great areas which are under. 
developed and which now are demanding development. 

We could be complacent about it perhaps for a long time if the areas 
themselves were as stolid and quiet as they were in the past, but they 
are seething, they are on the move, they are demanding a change from 
what their status has been in years past. 

Efforts which have been made to help them in the past, by enlight- 
ened colonial officials, by philanthropists and others, have not been 
very successful, but now that they have gotten political independence 
and have seen how others live, they are eager for our aid. 

We have programed for the coming fiscal year a total of $181 million 
for these areas. For Pakistan $92 million, for India $85 million, for 
Nepal $2 million, and for Afghanistan $2 million. 


CEYLON 


You will notice that there is no provision specified with regard to 
Ceylon. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. ALLEN. We are not in a position at this moment to program 
for Ceylon. I wish very much we were. 

I am glad to say that members of the Foreign Affairs Committee 
strongly favored aid to Ceylon. I stated to that committee and am 
ready to repeat here that although a definitive decision has not been 
made in the executive branch of the Government, I personally hope 
we can find a way to help Ceylon. 

The problem concerns the shipment of rubber by Ceylon to Red 
China. I do not propose to go into the pros and cons of that question 
now, but if the committee is interested, we will ask the appropriate 

eople to brief you fully. At the recent conference at Bandung, the 

rime Minister of Ceylon, Sir John Kotelawala, made a most effective 
speech against the colonial aspects of communism. Ceylon is one 0! 
the five so-called “Colombo Powers” which called that Bandung 
Conference. 
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The Colombo Powers are five countries—Pakistan, India, Ceylon, 
Burma, and Indonesia—which got their independence since the last 
var. Two years ago they held a meeting at Colombo to decide on 
»mmon foreign-policy goals. The general impression was that they 
were meeting to show their determination to prevent the return of 
imperialism by the great Western Powers which had previously 
dominated those areas. 

The Colombo Powers were generally considered to have a neutralist 
and even slightly anti-West point of view. 

It was therefore all the more significant that Sir John Kotelawala 
declared at Bandung, in the clearest terms, that the worst colonialism 
in the world was not the colonialism of democracy but of Communist 
dictatorship. 

Another reason for my very strong interest in Ceylon, is that Ceylon 
isa link between the East and far West by way of Europe. 


AFGHANISTAN 


Mr. Auten. As regards Afghanistan, we have a modest program 
there. It is $2 million for purely technical assistance. 

Afghanistan is in a peculiar position. It might be useful if we had a 
map, because geography is highly important when we consider 
Afghanistan. 

It lies next to Russia and is one of the three countries between 
the Baltic and Siberia which has a common border with Soviet Russia 
but which is not Communist. The other two are Turkey and Iran. 

Recently, Soviet Russia started a technical assistance program in 
Afghanistan, building roads, grain silos, cement plants, gasoline stor- 
age, and so forth. 

We have been rather slow in going into Afghanistan, but we should 
not neglect that country if we wish to see it retain its sovereignty and 
independence. 

Strategically it is tremendously important, since it guards the 
Khyber Pass, through which invaders from central Asia have come 
down to Pakistan and India since the days of Genghis Khan. 

[ should add that the only substantial activity by a foreign private 
company in Afghanistan is being carried out by Morrison Knudsen 
Co., which has had sizable contracts in Afghanistan for several years, 
building dams, irrigation ditches, and so forth. The company is paid 
by the Afghanistan Government from its own funds and those which 
it has borrowed from the Export-Import Bank. 

Unfortunately, relations between Afghanistan and Pakistan are not 
yood. There has been a longstanding dispute concerning the tribes of 
the border area—tribes referred to by Rudyard Kipling as the Pathans, 
but who call themselves Puktoons. They live on both sides of the 
Afghan-Pakistan frontier. Recently there have been very sharp 
incidents which are being mediated by Saudi-Arabia. 

Our largest program in the area is in Pakistan. We are requesting 
a total of $85 million in economic aid and technical cooperation. 

Mr. Denton. Off the record. 

(Discussion held off the record.) 
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NEPAL 


Mr. AuuEN. For Nepal, we propose a $2 million program. Som 
of the work will be in the Terai, or lowlands lying south of the moup. 
tains. It is a jungle area, with tigers, elephants, and so forth. The 
population is rather similar to that of India in the lowlands below the 
mountains. 

Beyond the first ridge of the mountains, most of the people ar 
Nepalese. That part is sparsely populated. 

Mr. Taser. The justification shows that it has about only an acre 
per capita of population which is cultivated. 

Mr. ALLEN. Yes. 

Mr. Taser. What do they live on? 

Mr. Auten. Rice is their principal diet. They cultivate rice 
rather intensively up in the mountains. 

The chief place is the Valley of Kathmandu, the capital. Nepal is 
a large geographical area, but whoever rules the Valley of Kathmandu 
and its surrounding mountains usually dominates Nepal. 

Mr. WiaGLeswortH. Ambassador Cooper is accredited there as well 
as to India? 

Mr. Auuen. Yes. He has been to Nepal and presented his cre. 
dentials. 

You can fly in there from New Delhi in about 3 hours. It is a very 
easy trip by air, but if you want to go overland, there is no through 
road ; so you have to walk part of the way—about 20 miles. The rest 
of the way you can go by narrow-gage railway, bus, or jeep. 

The Indian Army is building aroad into Kathmandu. The workis 
going rather slowly since the mountains are steep and landslides are 
frequent, but in another year or two I suppose there will be at least 
jeepable road. One jeep has already been pushed through, under 
emergency circumstances. 

The Nepalese who live in the mountainous areas are typified by 
Tenzing, the man who climbed Mount Everest with Sir Edmund 
Hillary. The mountain people are very sturdy, can live at very high 
altitudes and carry heavy packs. Tenzing, a remarkable person, was 
born right under the shadow of Mount Everest, within a day’s travel 
from the foot of the mountain. Ihad the pleasure of presenting to him 
= National Geographic Medal last year for his exploits on Mount 

verest. 

The Nepalese are stout fellows. Their fighting men, known 4s 
Gurkhas, are recruited by the British Army and by the Indian Army 
as well as by the Government of Nepal because of their traditional 
fighting qualities. 

Communist China is just over the mountains. It is true that the 
mountains are high, but people get over those mountains. 

Communist China is building roads into Tibet and airfields above 
the northern slope of the Himalaya Mountains. 

India is carrying out a fairly sizable program of aid to Nepal. 
All of us who are trying to help improve conditions in Nepal must 
work together. 

Mr. PassMan. Did I understand you to say a few moments ago 
that India is building a narrow-gage railroad into Nepal? 

Mr. ALLEN. They are building a highway—a roadway. 

Mr. PassMaNn. With Indian funds? 
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Mr. Auten. With Indian funds; yes. 

Mr. Passman. Did I understand you to say the Chinese Com- 
munists are building airports in the country or near it? 

Mr. ALLEN. No; in Tibet. 

Mr. Passman. Tibet? 

Mr. ALLEN. Across the north side of the Himalayan Mountains. 

There will be a race for that entire plateau, a communications race, 
it seems to me, and whoever is able to develop his communications 
best in the area will probably contribute most and be most effective 
there. 

Mr. PassMAN. The race at this time appears to be between India 
and Communist China? 

Mr. ALLEN. Yes. 

Mr. PassMAN. And we are getting in on the race a little late with 
funds? 

Mr. ALLEN. We have had little interest there until recently. 

Mr. PassMan. You are requesting $1 million for Nepal this year? 

Mr. ALLEN. $2 million. $1 million for development assistance and 
$1 million for technical assistance. 

Mr. PassMAN. Have we made any appropriations for this country 
in the past? . 

Mr. ALLEN. Yes; we have had a modest program there for 3 or 4 
years. We have not had a development program but only technical 
assistance. 

This year would be the first time we would put in development 
money. It is modest but we believe that we will be able to come 
to you next year and say we feel the money has been well spent. 

Mr. Taser. What are you going to do with the money? 

Mr. Auuen. Insofar as the breakdown is concerned, we will get 
to that perhaps later. 

Generally it is on communications. I personally am more en- 
thusiastic about communications in Nepal than any other program. 
Other people have their own pet projects. Some say we should 
clean up malaria to make the greatest headway. Other people say 
education is needed most. 

All of those programs are important. Agricultural and community 
development are among the things we are interested in in Nepal. 

Mr. Passman. Will you discuss the amount requested for India 
briefly? 

PAKISTAN 


Mr. Auten. I have not spent much time on Pakistan because I 
find that there is not much question in the minds of people to whom 
I have talked, certainly in the other committees, regarding aid to 
Pakistan. Pakistan has lined up solidly in the collective-security 
system, and its public position is well known. Nobody I have seen 
has been disposed to question very much the request for aid to 
Pakistan. 

INDIA 


Most of the questions are asked with regard to India. 
_ It may be that this committee doesn’t have many questions regard- 
ing this matter, but if so, you are unique ane Americans I have 


talked to. Most of them want an explanation of why we are asking 
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for $85 million in aid to India at the moment the Prime Minister of 
India is on a prominent and highly publicized visit to Moscow, wher 
he has signed a communique with the Prime Minister of Soviet Russi 
listing the many policies of India and Soviet Russia that are in accord, 

Mr. Passman. Mr. Secretary, do you know of any record where he 
has been equally as complimentary to the United States for the aid 
we have given? I don’t find where he ever has paid any compliments 
to the United States and our foreign policy directly. 

Mr. Auten. He does occasionally, Mr. Chairman. He does in his 
speeches before the Parliament of India. I have heard him myself 
selveral times make very warm references of appreciation for American 
assistance. 

For some reason or other, these statements do not make headlines 
nearly as large as other statements. That seems a characteristic of 
headlines. They highlight adverse developments more than favorable 
ones. 

A statement has just been put before me which might be apropos, 

Mr. Passman. With respect to India? 

Mr. ALLEN. With respect to the very question you asked—whether 
— Minister Nehru had made statements with respect to American 
aid. 

Mr. Passman. Will you give us the date? That would be equally 
as important. 

Mr. ALLEN. This report was issued by the Indian Embassy here in 
Washington on July 8, 1954. It seems to be a statement made by 
the Indian Prime Minister to his political party in New Delhi. 

Nehru, as you know, is not only the Prime Minister, but he is also 
president of the Congress Party. 

He said: 


We in India have been criticized sometimes for accepting aid for our develop- 
mental program from the United States of America when we do not always agree 
with their policy. 

There may be something in that criticism, and it is true that no country which 
relies greatly on aid from outside can be self-reliant, but aid taken in a limited 
measure and with a frank understanding of each other’s position is not dishonor- 
able to either. 

If the United States chooses not to aid India, we shall have and can have no 
complaint, and we shall continue to be friendly to them. Aid from one country 
to another is not abnormal. It is only when it comes with the intention of 
affecting policies that it is undesirable. 

Mr. Passman. Nothing too complimentary about that, would you 
think? 

Mr. AuueNn. I’ve seen better statements. 

Here is a report that on November 8, 1953, Nehru praised the 
unselfishness of the United States engineers working on irrigation 
and power projects. His remarks were featured on the evening news 
broadcasts on the national radio. He was answering criticism by 
leftist opposition and Communist members of the Indians’ problems 
on why he accepted American aid. | 

Mr. Passman. Are there any complimentary statements on his 
part directed to the United States in the past year that you know of, 
Mr. Secretary? 

Mr. Auuen. I can tell you an experience I had myself about 4 
year ago in Hyderabad, a very important center in south India. 
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We had an American county agent there as one of our technical 
advisers. He told me that when he first got there, he didn’t know 
what he was supposed to do and nobody else around there seemed to 
know. 

The Indian Ministry of Agriculture in New Delhi had thought it 
would be a good idea for an American farm extension man to work in 
Hyderabad and they had asked for him, and we had supplied him. 

But when he got down there the local people were inclined to be a 
little suspicious of this outsider coming in and trying to tell them oe 
they could improve their agriculture. 

For about 6 months he did not seem to get anywhere, but he was 
the type of man who likes to work closely with people. 

Americans have a great aptitude for dealing with foreign individuals 

as equal human beings, and he had it to the nth degree. He could 
not see people growing crops without wanting to get into this field 
work with them. 

He took me to a school for village-level workers. About 35 were 
in the class. 

He didn’t know a word of Hindu or Urdu, the principal languages 
they speak there. ‘The workers didn’t know a word of English. He 
had been getting along mostly with sign language, with some help 
from interpreters now and then. The moment we entered that com- 
pound, these 30 or 35 young and alert Indian boys rushed up to this 
American farm extension man with arms outstretched. He put out 
his great hand with callouses all over it, and they knew what he was 
talking about. 

He had been working with them for the last week building a road 
from their training center out to the main highway. 

The trainees were eager to show the callouses on their hands, and 
everyone was slapping each other on the back, showing a most cordial 
and friendly relationship. 

Officials of Hyderabad who had been so cold to him during the first 
f months were beaming with pleasure at this relationship and at the 
demonstration by an American extension worker of what can be done 
by working with people who are anxious to improve their circum- 
stances. 

I was told by an official that Nebru had visited that center a month 
before and had had more or less the same experience I had. He was 
so moved by it that later, when he spoke to an audience of 10,000 or 
20,000 people for 40 minutes, he spent most of the time speaking about 
the dignity of labor, the importance of people working with their own 
hands, and the fact that Americans were the people who had really 
adopted that principle as a basic way of life. 

Instances of that sort indicate appreciation by Nehru for our aid, 
although he is not effusive on the subject. 

Mr. PassMAN. Mr. Seager, did you want to make a general state- 
ment before we get into the questioning of Secretary Allen? 

a Seacer. | have some notes here if I may go through them very 
quickly. 
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GENERAL STATEMENT OF Director oF OFFICE or NEAR Fast, 
South Asia, AND AFRICA 


Mr. Chairman and members of the committee, exclusive of military 
assistance and the President’s fund for Asian economic development, 
an appropriation of $181 million is being requested for all other de. 
fense support, development assitance, and technical cooperation 
programs in this area. 

Of the total of $181 million, $63 million is for defense support for 
Pakistan and $20 million is for direct forces support for Pakistan; 
$71 million is for development assistance for India and Nepal; and 
$27 million is for the technical cooperation programs for all 4 
countries in the area. This request is shown in tabular form at the 
top of page 196 of section III of the presentation book. The total 
amount of assistance being requested in these aid categories exceeds 
our program for the current fiscal year by $20 million. The $20 
million increase is accounted for by an increase in ‘Direct forces sup- 
port to the Pakistan armed forces.”’ As you know, under the Presi- 
dent’s Executive order, this program will, in fact, be administered 
by the Department of Defense after July 1. 

In addition to the funds being requested, it is now estimated that 
there will also be available an obligated but unexpended pipeline for 
the 4 countries amounting to $230 million. These funds represent 
United States payments commitments for supplies and equipment 
on order, for the services of university contract technicians and for 
the procurement through normal channels of trade of essential com- 
modities. 

Of the pipeline of $230 million, which will be available for expendi- 
ture during fiscal year 1956, more than 95 percent is represented by 
unliquidated obligations of the programs in India and Pakistan. India 
will have a pipeline in the neighborhood of $150 million on June 30 of 
this year. By June 30 of next fiscal year, however, the total carryover 
of unspent funds will be about $128 million; thus, we will have reached 
a point of decreasing instead of increasing pipelines for India. In 
order that you may obtain a clear understanding of the figures involved 
in the India pipeline and of the joint Indo-American program activities 
being carried out, I will take a few minutes here to explain the program. 


INDIA 


It now appears probable that India will attain an average of 85 
percent of the first 5-year plan goals. At the end of the first 3 years, 
and after 2 good crop years, food grains were well in excess of the 
5-year target; industrial production was up 25 percent; the production 
of fertilizer and cement was slightly ahead of schedule. Government 
revenue was remaining stable and the slightly increased government 
deficit had engendered no runaway inflation. 

The Indo-American program which seeks to help India in its eco- 
nomic development, as a means of improving the standard of living 
of the Indian people, has contributed technical knowledge and a small 
part of the foreign exchange financing for several projects in which 
significant increases have been recorded. These include help on the 
community development program, agricultural extension, fertilizer 
demonstrations and use, irrigation, village water supplies, the control 
of malaria and other insect-borne diseases, power development, 
transportation equipment, and technical assistance to industries. 
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While United States assistance has been small in relation to the total 
Indian effort, it has been significant. 

A characteristic of United States activities in India has been very 
areful planning of joint programs with the Indian Government. 
Indian contributions have been substantial and, as a consequence, 
Indian interest in careful planning and cautious commitments of 
finds has always been as great as our interest. 

One of the consequences of this very wise course of action has been 
a growing pipeline of obligated but unspent funds and a great deal of 
curiosity by this committee about the time at which expenditure 
rates would begin to catch up with the rate of new obligations. 1 
am glad to report that the previous prophesies on this subject by wit- 
nesses In past years can now be demonstrated to be correct. My 
staff has demonstrated this to me to my satisfaction, and, with your 
permission, I would like to take a little time to demonstrate it to you. 

United States aid to India first reached significant proportions in 
fscal year 1952. During that year, $53 million was made available. 
Initial growing pains of mission formation and establishment of joint 
working relations with the Indian Government meant that the first 
joint project agreement was not signed until May of 1952 and actual 
expenditures during the year were about $1 million. 

In fiscal year 1953, additional funds totaling $44 million were pro- 
gamed. Expenditures, primarily from prior year funds, began to 
be made and $27.5 millions were actually expended during the year. 

Last year $87 millions of new money were made available. Another 
$27.5 million was expended, leaving a pipeline of $129 million. 

This year $84 million of new funds were ailotted for the new Indian 
program. The pipeline of unexpended funds totaled $213 million after 
these allotments. Expenditures through the first 10 months of fiscal 
vear 1955 total $52 million. The only large single expenditure in 
this sum is $8 million for wheat. The rest represents a steady flow 
of goods and services into partially completed long-term projects. 
Without any further payments for surplus agricultural commodities 
there should be a fiscal year 1955 expenditure total on June 30 of 
about $60 million. On June 30 of this year, therefore, India’s total 
pipeline should be approximately $150 million. 

For fiscal year 1956 we are requesting $70 million of development 
assistance and $15 million of technical cooperation assistance. Ex- 
penditures for goods and services for continuing projects should reach 
$60 million during next fiscal year. In addition, $20 million worth 
of surplus agricultural commodity deliveries from the fiscal year 1955 
program should be made in fiscal year 1956, as will $30 million of 
railroad equipment which is firmly scheduled for delivery during the 
frst 9 months of the year. Total expenditures during fiscal year 
1956, therefore, will amount to $110 million. This is $25 million 
more than the amount of the requested appropriation and will result 
ina pipeline by June 30, 1956, of $128 million compared with this 
year’s pipeline of $150 million. 

Technical cooperation funds for fiscal year 1956 will be used for 
such projects as community development, training, agricultural 
extension, research and education, fertilizer demonstration, soil test- 
ing, minor irrigation, flood control, improvement in freight transpor- 
tation, industrial development, education, the control of insect-borne 





298 


diseases other than malaria, and village water supply, and sanitatioy 
Part of the development assistance funds will be used for tube wel 
in the Gangetic Plain, power facilities, irrigation, malaria contro}, 
and railway freight equipment. The remainder will be used {o; 
fertilizer, steel, and agricultural commodities, the proceeds from the 
sale of which will be made available to India for economic develop. 
ment projects, largely in the fields of industry and power development, 


PAKISTAN 


Turning now to Pakistan, the illustrative aid figures for fiscal year 
1956 are: $63 million for ‘defense support, $20 million for direc 
forces support, and $9 million for technical cooperation. These 
funds will be utilized to implement and expand existing programs o{ 
defense support and technical cooperation, and to begin a new direct 
forces support program. 

Specifically, the funds will be utilized as follows: The $20 million 
requested for direct forces support will be used for commodities to be 
imported for Pakistan’s forces. These include such things as tools, 
spare parts, cordage, petroleum, oil, and lubricants, construction 
materials, dockyard equipment and machinery, but exclude weapons 
and other military end-items. 

The defense support program for fiscal year 1956 will continue 
strong emphasis on development of agriculture and natural resources 
with increasing stress on industry, mining and power and on trans- 
portation and communications. $33 million will be used in project- 
type assistance in these and other fields. A new plan to stimulat 
investment, both foreign and domestic, is now being developed whici 
would be supported i in part by counterpart funds. A little less than 
half of the amount requested, $30 million, would be used for current 
consumption commodities and industrial raw materials. 

The technical cooperation funds will be used for projects principally 
in agricultural and natural resources, education, health and sanitation 
and community development. 

In addition to the $92 million of new money being requested for 
Pakistan, there will be an estimated $75 million of obligated but un- 
expended aid funds for Pakistan on June 30, of this year. The expluna- 
tion for a small portion of the unexpended balance of Pakistani assist- 
ance is similar to that which I have already given for India. It repre- 
sents the normal extended lead time for the procurement of specialized 
items for individual time-phased projects in Pakistan. I would esti- 
mate that as much as $20 million falls within this category. The re- 
mainder of about $55 million represents a temporary increase in pipe- 
line caused by the rapid acceleration of United States assistance to 
Pakistan during this year. 

As you know, the need for this assistance was suspected at the time 
of our testimony last year and subsequently confirmed by requests 
from the Pakistan Government and the analysis of the Heinz mission 
sent to that country to look into their problems. 

The new bilateral agreements with Pakistan necessary to permit 
increased United States aid to that country, were finally signed in 
January 1955 and very rapidly thereafter, procurement authorizations 
for $40 million of vitally needed supplies were issued. The first 
deliveries on these orders placed in February, March, and April are 
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beginning to arrive in Karachi and Dacca. An increasing flow should 
be going to those ports during the summer and fall. I would estimate 
that as much as $30 million of these funds should be represented by 
paid shipments by the first of October of this year. 

The programs to date in Afghanistan and Nepal have been small 
and new requests and old pipelines do not represent a significant 
portion of the total request before you for consideration. I should be 
delighted, should you so desire, to give you such detail as you might 
wish on both of these programs, however. 

Mr. Passman. How was the figure of $20 million for Pakistan 
arrived at, sir? 

Mr. Seacer. Actually this is a new program for Pakistan, Mr. 
Chairman. The defense needs of Pakistan, in reorganizing the army, 
bringing it up to standard equipment, are greater than the $20 million 
shown here. This is the best estimate of our combined representatives 
out in Karachi, the military, State and FOA people there. It is the 
minimum amount in their estimate of money necessary for the 
program in Pakistan in 1956. 

Mr. PassmMANn. Is the entire amount for supplies and equipment? 

Mr. Seacer. Yes, sir. You will find that on page 248, broken 
down by category—fuel is $5 million, industrial raw materials is $5 
million, machinery and vehicles is $4 million, other manufactures is 
$6 million, for a total of $20 million in direct forces support. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 


DEFINITION OF DIRECT FORCES SUPPORT AND DEFENSE SUPPORT 


Mr. Fernanpez. I would like to know what is the distinction 
between direct forces support and defense support so I can understand 
It. 

Mr. Murpny. The direct forces support consists of commodities 
other than military hardware which are designed to be delivered to, and 
consumed by, military personnel of the country concerned. It in- 
cludes such items as petroleum, oils, and lubricants, lumber, textiles, 
cement, and things which by their very nature you could not tell 
whether they would have a military or economic use. They are 
limited strictly to items for consumption by the armed forces of the 
recipient country. 

Defense support, on the other hand, includes commodities, some- 
times the same kinds of items, which are introduced into the economy 
of the country concerned, for use by it generally, for the purpose of 
raising the level of productivity, employment and thus the revenues 
of the country concerned, in an effort to enable them to maintain 
armed forces of the level which the United States deems desirable for 
the protection of either that area, or the country alone. 

Mr. FerNanpez. That is to aid in their economy then. 

Mr. Murpny. That is correct, to enable them to maintain Armed 
Forces at a level which the United States considers desirable in a 
country, or an area. 
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DEFENSE SUPPORT, PAKISTAN 


Mr. Passman. We will move to ‘Defense support, Pakistan,” 
$63 million. How is this figure arrived at? 

Mr. SeaGcar. Here, for the defense support program which is $63 
million for Pakistan, the emphasis will be on agriculture and natural- 
resource development with increasing emphasis on industry, trans. 
portation, and communication. 

Of that total, $33 million is to be used in project type assistance. 

There is a new plan to stimulate investment, both foreign and 
domestic, which is now being developed and which would be supported 
by counterpart funds. A little less than half the amount requested, 
$30 million, would be used for consumption commodities and indus- 
trial raw materials. 

Historically, this aid for Pakistan stems back to an economic crisis 
of some magnitude which was precipitated last summer, at which 
time a special mission was sent out by us to Pakistan to analyze the 
situation. 

The mission went out under the leadership of Mr. Heinz, Jr., and 
the program stems from that survey made last summer. 

Aid for Pakistan is broken down into two types, project assistance 
to continue the developmental program which was begun at an earlier 
stage by the Pakistan Government, at a time when they enjoyed a 
better revenue as a result of the higher prices obtained for their cotton 
and jute during the Korean war. The slump came thereafter and 
precipitated the crisis which reached serious proportions last summer. 

Mr. Fernanpez. What kind of program is that? 

Mr. Seacer. Commodity imports. You will find that on page 
249, section 3, broken down into the types of commodities required. 

As I stated, it is partially a commodity import program generating 
counterpart funds which go into the support of the general economy, 
and a developmental program, which, as Mr. Murphy has stated, will 
strengthen their defense position. 


1955 APPROPRIATION 


Mr. Passman. How much was provided for defense support for 
Pakistan in the present fiscal year, 1955? 

Mr. Murpuy. $66,900,000. 

Mr. PassMan. How much is unexpended at this time, from fiscal 
year 1955 and prior years? 

Mr. Murpuy. This was the first defense-support program for 
Pakistan. $66,900,000. $57,700,000 was obligated on cord 30, and 
$4,600,000 had been expended on April 30. 

Mr. PassMan. Leaving unexpended how much? 

Mr. Murpny. $62,300,000. 

Mr. PassMANn. Out of the total appropriation of $66,900,000? 

Mr. Murpnuy. Yes 

Mr. PassMan. W ane you be able to furnish for the record details 
as to the projects to be undertaken with the $66,900,000? Will you 
detail the projects for the record? 

Mr. Seacer. I have a list here. 

Mr. PassMANn. We will insert the list in the record at this point s0 
we will have it for the committee’s information. 

(The information requested may be found on p. 669.) 
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Mr. Gary. The table on page 248 shows the total country program 
3 million. That does not include the $8 million for technical 
cooperation. 

Mr. Seacer. That is the total program for Pakistan. 

Mr. Murpuy. Mr. Gary is right, the $8 million is excluded. 

Mr. FerNaNpDrEz. You told us that a little less than half of it, or 
30 million, was for purposes which you specified, and if you did tell 
ys what the balance was for, I did not catch it. 

Mr. SeaGerR. Do you have the table in front of you? 

Mr. Fernanpez. I do. 


DETAIL OF COMMODITY PROGRAM 


Mr. SeaGer. $900,000 for fats and oils; $4 million for sugar, and 
s2 million for fertilizer. 

Mr. FeRNANDEZ. That makes $6,900,000. 

Mr. Seager. Then going on down the column, industrial raw mate- 
rials, $9,900,000; machinery and vehicles, $4,200,000; other manufac- 
tures, $8 million, and miscellaneous, $70,000. 

Mr. FerNanpgz. That makes a total of $23,100,000. 

Mr. Murpuy. The $23,100,000 added to the $6,900,000 up above 
makes the $30 million total. The $6,900,000 is agricultural projects 
and the other is industrial imports. 

Mr. Fernanpez. It says, ‘“Total commodity program, $30 million.” 
Is that the total of $6,900,000 and $23,100,000? 

Mr. Murpuy. That is correct. 

Mr. FernaNpEz. What is the balance of the amount that makes up 
the $63 million? 

Mr. Murpuy. That is the column preceding. You see the column 
that totals $33 million for project use? 

Mr. FernanpEz. What is meant by ‘‘project use’’? 

Mr. Murpuy. That is where the commodity involved is to be ac- 
tually used in a project that has been agreed upon between the two 
countries, as differentiated from commodities that were introduced 
into the country’s economy for consumption. 

Mr. FerNanpsez. What types of products? 

Mr. Murpny. Mr. Seager has given an illustrative list for India. I 
am sure we can put in the record a list which would show what the 
various projects are that would utilize the $33 million worth of 
commodities. 

Mr. FERNANDEZ. But we are talking about Pakistan now. 

Mr. Murpuy. Did I say India? I am sorry, I meant Pakistan. 

Mr. Fernanpez. He can put a list in the record? 

Mr. Murpuy. We can do it now if you want it. 

Mr. FerNANDEZ. We cannot ask any questions unless we know 
what they are. 

Mr. Seager. I will not give you the whole list. May I cite a few 
of them? 

Mr. Fernanpsez. The main ones, I suppose. 


EXAMPLES OF PROJECT PROGRAM 


Mr. Seacer. Help in mining, $1,500,000. 
Industrial research centers, at Lahore and Chitagong, $800,000; 
refrigeration units of various kinds, flour mills, $300,000. 
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Mr. Fernanpez. And these are for specific purposes, earmarked fo; 
those purposes? 

Mr. Mourpny. That is correct. 

Mr. Fernanpez. Tentatively earmarked? 

Mr. Murpny. That is correct. In each instance, of course, thes 
programs have to be illustrative because we can not sit down with 
these countries and negotiate on the projects until we have the money 
inhand. These represent what we think would be desirable programs 
to undertake in Pakistan if the Pakistani are in agreement. 

Mr. Fernanpez. And if you get the money you will use it for this 
purpose only and will not throw it over into consumption? 

Mr. Murpuy. No. Our present plan is to devote $33 million to 
projects and about $30 million to consumption items. 

Mr. Gary. Is the value of wheat and other commodities that we 
have given to these countries by special legislation from United 
States surplus products included in these figures? 

Mr. Murpuy. No, sir. You are thinking of things like the India 
wheat program? 

Mr. Gary. Yes. 

Mr. Murpny. No, they are not. Public Law 480 sales are not 
included in here either. That is the Agricultural Trade Development 
Act that we referred to the other morning. That is not a part of the 
mutual security program. 

Mr. Gary. And are not included in any figures you submit? 

Mr. Murpuy. No, sir, they are not. 

Mr. Lanna. I do not quite understand how you people go about 
distributing the money, or determining what you want to do. You 
say, ‘“‘Here, we think these will be good things to do in Pakistan.” It 
seems to me you ought to wait until Pakistan asks for something. Has 
Pakistan asked for any of these things, or are we saying, ‘“‘We have so 
much money here we do not know what to do with it and we would 
like to spend it in Pakistan.” 

Mr. Seacer. They were in serious economic straits last summer. 
Our survey team went out at that time and together with the repre- 
sentatives of the Pakistan Government and covered the country very 
thoroughly, east, west, and north. This program stems from inquiry 
that was made at that time. Some of the project type assistance which 
we are giving will be a continuation of the developmental program 
that was begun by the Pakistan Government itself at a time when its 
resources were more substantial than were available last summer. 
Others are projects agreed upon after mutual consultation. These 
are not projects that we dream up for Pakistan. 

Mr. Lanuam. From Mr. Murphy’s statement it sounded like that 
was the situation—that you thought you might spend it over there— 
but Pakistan has not agreed yet. Maybe they do not want to accept 
it. 

Mr. Murpuy. I did not mean to imply that. I meant we could not 
possibly finalize the picture until the money was in hand and we sat 
down with the Pakistani and actually agreed to the distribution of 
the program. 

Mr. Seacer. Both the Pakistan Government and ourselves may 
agree that a certain project is desirable, but of course the implementa- 
tion of that project is subject to the appropriation of funds for its 
protection. 
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d for PAKISTAN CONTRIBUTION TO PROGRAM 






Mr. Lannam. Do they match these funds with any funds of their 


own? 
Mr. SeeGerR. Oh, ves. 


Mr. LANHAM. To what extent? 
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mey Mr. Seacer. | think I can supply the Pakisten contribution. They 

‘ams [have been on a diminishing scale in recent years, because as I pointed 
out although Pakistan was in a fairly good economic condition some 

this } years ago it was at a time when the Korean war provided their two 






principal exports with high prices. 

Mr. Lannam. I understand that, but they do still match with some 
contribution? 

Mr. Seacer. Yes. In 1952, 1953, and 1954 their contributions at 
their own currency to this type of assistance totaled over $37 million 
worth. 

Mr. LannaM. What percentage is that of our contribution? 

Mr. Murpuy. One-third in the fiscal year 1955. 

Mr. Seacer. It will be approximately one-half, just short of one- ie 
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not #@ half, anticipated in the fiscal vear 1956. 
lent Mr. Lannam. Is there any danger of Communist infiltration in } 
the Pakistan? j 

Mr. Sracer. I will ask the Secretary to comment on that. J 





Mr. ALLEN. There is some danger of internal Communist infiltra- 
tion as well as external Communist aggression in all these areas. 









out As far as Pakistan is concerned, the threat is probably less, I sup- : 
You pose, than in any of the other countries that we are talking about i 

It today. The Pakistani Government is strongly anti-Communist. If 
Has there were as little danger of communism in other countries, there ‘ 
; 







would not be much for the Kremlin to cheer about. 
uld Mr. Lannam. Is this money necessary to maintain that attitude j 
on the part of Pakistan? d 













er. Mr. ALLEN. I would not place, sir, my justification for our eco- d 
re- nomic aid programs on the grounds that they are necessary to prevent . 
ery these countries from going “Communist. T say this for a particular , 


reason. 

This matter has come up several times in regard to all of these 
countries, and I am glad to give you my own views. I regard the 
question of handling communism inside any country as s primarily the 
responsibility of the government of the country concerned. If we 
justify our aid on the grounds that it is necessary to keep this or that 
country from going C ommunist, the people of the country concerned 
will take the attitude that the question of fighting communism is 
not their problem—it is Uncle Sam’s problem. If they think we are 
zoing to save them from communism they shrug their shoulders and 
throw the full responsibility on us. Even worse, they blame us if 
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10t some section of the country starts going Communist. They come 
sat rushing to us and say, ‘You will have to pour more millions into the 
of provinee. Look what a bad job you are doing.” 





It creates a ready-made case for blackmail. That is why I per- 
sonally avoid the concept that the purpose of our aid program is to 
keep this or that area from going Communist. 
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Mr. Lanuam. I certainly think that is a sound and wise attitud 
but does Pakistan want this aid now? Do they think it is necessary 
to assist them to handle the infiltration? 

Mr. Atuten. They would like twice as much. 

Mr. Lanuam. That answers my question. 
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EXPENDITURES FOR PAKISTAN PROGRAM 


Mr. Taser. Why is it that only $4 million out of the $66 millioy 
has been spent? 
Mr. Murpny. Mr. Chairman, it is in the pipeline. The commod.- 
ties have all been provided for in the procurement authorization by 
this time. 
Mr. Taser. How could you have all those commodities in the 
pipeline without paying for them? 
Mr. Murpny. I was about to come to that. As Mr. Seager has 
told you, Pakistan suffered a serious economic crisis in the fall of 1954 
and the United States Government sent a mission out there to make 
a survey of what to do to correct it. By the time that mission got 
back and made their recommendations it was January of this year, 
and those recommendations had to be converted into a firm program 
of specific commodities so that those commodities were only introduced 
into the pipeline in a sense between January and the present time, 
Now, the $4,600,000 expenditure figure reflects the recent dates on 
which the procurement authorizations were issued. 
I would expect that a large part of that, Mr. Taber, would be 
expended before the end of this calendar year. A lot of the commoé- 
ities involved are very fast moving commodities. 
Mr. Seacer. A great deal will be expended by October. 
Mr. Murpuy. That is right. $11,300,000 was devoted to agri 
cultural surpluses, and that, as you know, moves very fast. 
Mr. Taser. How much of this money has been obligated—how 
much of the $66 million? 
Mr. Murpuy. The obligation figure at the end of April was 
$57,700,000 out of the $66,900,000. 
Mr. Taser. How much has actually been delivered? a 
Mr. Murpny. As of the end of April, the expenditure figure of 
$4,600,000 is the best indicator we have of actual deliveries, Mr. 
Taber. We pay for the items when they are loaded on the boats. 
Mr. Taser. How much of the fiscal year 1954 program has been 
obligated? 
Mr. Murpuy. Well, the full amount of the 1954 program was obli- 
gated as of last June 30. That amounted to $14,500,000 in what was 
called developmental assistance at the time, and $8, 200, 000 of technical 
cooperation. 
Mr. Taper. Of that $14,500,000, how much of that has been spent’ 
Mr. Murpuy. As of the end of April again, $4,136,669 has been 
spent. 
Mr. Taser. Not much was moved over there that year? 
Mr. Murpny. No; that was the first year of the developmental 
assistance program in Pakistan, and it was very slow getting off the 
ground. We had to work out procedures with the Pakistan Govert- 
ment with which they were not familiar previously, and as is often 
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the case in the first year of a program of this kind you run into delays 
far beyond what you might like. 

Mr. Taper. Are these requests from these people for the quantities 
that you have listed here, or xre these things somebody here has figured 
should go to them? 

Mr. SEAGER. No. This 1s done after careful consultation with the 
Government on the spot. We do not figure those things out here, Mr. 
Chairman. 


OBLIGATIONS UNDER ASIAN ECONOMIC DEVELOPMENT PROGRAM 


Mr. WiGeLeswortu. I have no question on this particular item, 
but I would like to ask two general questions: I notice in considering 
this part of the world as a whole, in section 1, page 7, the total for obli- 
gations in 1956 appears to be $1,376 million, whereas in section 3, 
page 196, the total request seems to be $1,451,000,000. 

What is the reconciliation of those two figures? 

Mr. Murpuy. Mr. Wigglesworth, there is a $200 million item for 
this area as a whole which has been included in the authorization 
legislation which is called the President’s Fund for Asian Economic 
Development. We requested that $200 million be authorized to be 
available through June 30, 1958, and the Senate bill does authorize 
that, [request], as does the House Foreign Affairs committee report. 
It is not expected that that full $200 million will be obligated during 
the fiscal year 1956. Our estimate is only $100 million will be 
obligated in the first of the 3 years for which it is authorized to be 
appropriated. 


OBLIGATIONS FOR SOUTH ASIA DEFENSE SUPPORT 


Mr. WiaeLeswortH. There is a difference also in the defense 
support figure in the two tables, the obligations appearing as 
$852,600,000 and the request appearing as $827,800,000. 

Mr. Murpny. The difference is $25 million. It is $25 million which 
we have reserved in 1955 for specific programs in Laos and Cambodia, 
where we do not believe it will be possible to firmly obligate the amount 
by June 30, 1955, where the needs are determined and where we are 
requesting that the Committee recommend reappropriation of that 
specific unobligated balance of $25 million. 

Mr. Wiaaieswortu. It looks as if the request is less in this respect 
than the anticipated obligations. 

Mr. Murpny. $852,900,000 is the anticipated obligations. 
$827,800,000 is the request for new money. The difference of $25 
— is requested to be reappropriated from the fiscal year 1955 
unds, - 


UNOBLIGATED BALANCES ON JUNE 30, 1955, IN SOUTH ASIA PROGRAM 


Mr. Wieeieswortu. Have you given us anywhere in the record 
a statement of the overall unobligated balances as of June 30, 1955, 
on this Asian title? 

Mr. Murpuy. Yes, in the small book at which you are looking, on 
page 30, there is a statement which shows by appropriations what we 
expect and look forward to in the way of obligations in this fiscal year, 
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and what we expect in the way of unobligated balances as of June 3) 
1955. 

You will note that the only items specifically identified for this 
area is $25 million, which shows in the upper right-hand corner of the 
page under the southeast Asia and western Pacific appropriation 
That is the $25 million to which I just made reference. 

Mr. WiaeLeswortH. That is the total unobligated balance in this 
Asian area that you contemplate as of June 30 next? 

Mr. Murray. With one qualification. We estimate that in addi. 
tion to this specific $25 million which we can identify at this point, 
there will be perhaps as much as another $25 million all over the worl 
which will lay in accounts at the end of June because some project 
was not consummated or some commodity was not ordered, but we 
are unable at this time to predict with an exactness what accounts 
that would fall into, so we have on that same table that I referred to 
shown down below $3,700,000 which we know about for Palestine 
refugees where we can be specific, and then if you will look down to the 
second to last line you will see $21,300,000 and the footnote says, 

Our experience has shown that at the end of any given year we will have a small 
amount unobligated but we were unable to pinpoint that by which appropriation, 
or area in which it will fall. 

The total for the nonmilitary portion of the program as of June 30, 
1955, which we expected to remain unobligated, would not exceed the 
sum of all those items or $50 million. 

Mr. WiaeieswortH. And that is worldwide, not Asia? 

Mr. Murpuy. That is correct. We cannot pinpoint it with any 
exactitude now. 

DEVELOPMENT ASSISTANCE 


Mr. Passman. We will now consider development assistance. 
There are two items, $70 million for India, and for Nepal, $1 million. 
This item appears on page 196. 


INDIA 


It is observed that you are requesting $70 million for India under 
the development assistance program for the fiscal year 1956. How 
was this amount arrived at? 

Mr. Seacer. Do you have section IIT, page 229? 

Mr. PassMan. On page 196, the total amount of $70 million i 
shown. Tell us how you arrived at the request, please. 

Mr. Ssacer. That figure is broken down again as between com- 
modity imports for India for a total of $34 million, and various project 
type assistance, $4 million of agricultural products, $28 million of 
industrial raw materials, $4 million of capital equipment, making 2 
total of the two combined of $70 million. 

Mr. Passman. May I ask how much has been provided to date for 
India for the development assistance programs? 

Mr. Murpuy. In 1955 the program of development assistance—— 

Mr. PassmMan. Can you give us the total? 

Mr. Murpny. I would not have that. 

Mr. PassmMan. We will have your report on 1955 then. 
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Mr. Murpnuy. The 1955. program for developmental assistance for 
{ndia was $69,300,000, of which $65,100,000 was obligated on April 
4) and $10,500,000 was expended on April 30. 

Mr. Passman. What is the unexpended balance as of the latest 
date you have? 

Mr. Murpuy. The unexpended balance as of April 30 was 
$58,800,000. 

Mr. PassMAN. That is for 1 year? 

Mr. Murpny. Yes. 


STATUS OF AVAILABLE FUNDS 


Mr. PassmaNn. If it is possible, we would like to have a detailed 
statement on the total program from its inception—the amount that 
has been allocated for this particular program for India and the total 
amount of unexpended funds for all years. 

Mr. Murpnuy. We would be glad to insert. that. 


Development assistance, India—Status of available funds as of Apr. 30, 1955 


Funds available to date ; $129, 800, 000 
Unexpended balance, Apr. 30 105, 700, 000 


COMMUNITY DEVELOPMENT PROJECT 


Mr. PassMan. I would like to have your comment on this: Com- 
munity development, operation agreement No. 8, to increase food and 
agricultural products, promote education, improve health conditions 
and introduce to the people new skills and occupations. Is that 
technical development assistance? 

Mr. Seacer. The community development program is largely 
technical assistance, Mr. Chairman. 

Mr. PassMAN. We might as well comment on it at this time. 

I observe here an agreement of May 31, 1952, applicable to 1952 
funds, $8,671,000: March 6, 1954, 1952 funds, $1,415,000; December 
6, 1952, 1953 funds, $1,925,000; again, December 6, 1952, 1953 funds, 
$1,925,000; April 1, 1954, applicable to 1954 funds, $4,900,000; sub- 
obligations, $9,283,289, and the actual expenditures against those 
agreements have only been $4,170,421. 

Mr. SeaGer. We have with us this morning Mr. John Ferris, who 
has headed up the India program. He is now the head of our south 
Asia Division in FOA. He has been in charge of this program since 
its inception. Would you like him to comment on that? 

Mr. PassMANn. The committee will be very pleased to hear from 

Mr. Ferris. 
_ Mr. Ferris. Mr. Chairman, the community development project 
in India is probably the most important single project in the India 
program. As to the financial status, the figures which you gave us, 
Mr. Chairman, we check with minor exceptions. 

Mr. Passman. Do you find them in accord except for minor 
exceptions? 

EXPENDITURE OF PROGRAM 


Mr. Ferris. The total expenditure figure we have as of a somewhat 
later date, about $500,000 higher. 
Mr. Passman. For the record tell us as of what day? 
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Mr. Ferris. It was April 30, 1955. 

Mr. Passman. These figures. are later than April 30. Perhaps yo, 
would like to have a look at them. 

Mr. Ferris. I think the comments I have do not go to the poin, 
of that minor discrepancy anyway. 

Mr. PassMAN. Just a moment. I believe that these figures wer 
compiled subsequent to the list that you are using, and if these figures 
were given to us as being accurate would you like to have a look at 
them? 

Mr. Ferris. I will speak from your figures then. 

The total obligations for this program from the beginning were 
approximately $12 million, or a little over. This table does not, sir; 
show the Government of India contribution to this project. 

Mr. PassMANn. We are not interested in allocations from any othe 
country except the United States. 

Mr. Ferris. The project involved an attempt to reach the rural 
people in 29 States in India with very simple ideas on agriculture, 
education, health, and simple things ‘they want to do to improve 
village life. 

Mr. Lannam. How many States are hide in India? 

Mr. Ferris. Twenty-nine. 

Mr. Denton. Is this a technical assistance program? 

Mr. Ferris. Yes. It was started October 2, 1952, and it is the 
most ambitious effort of this sort ever undertaken in the world. For 
the fiscal year 1952 our best guess as to the United States contribution 
required to bring forth a very maximum of Indian effort was this 
$8,671,000. 

Now, in the second year of this program we found that we had over- 
estimated somewhat the requirements for dollars and underestimated 
what the Indians could do in the way of paying for labor, teachers, and 
so on, salaries and local materials; so you will observe, sir, that there 
was no net obligation of funds in 1953. The entire amount originally 
obligated in 1953 was deobligated; thus an entire year passed without 
adding any United States funds as we corrected our overestimate in 
the first year. 

Mr. Passman. What happened to those funds that were deobli- 
gated? 

Mr. Ferris. They went into malaria control and other programs 
which had been somewhat underestimated, and which were moving 
ahead faster than we thought they would. 

Then in 1954 the community development project was plainly 4 
spectacular success. It had reached a rural population of something 
like 20 million or 30 million people by 1954, and the Indian planning 
had caught up with itself and they were able to use more American 
aid again. By the end of 1954 we had added another $4,900,000, 
which is shown in your table, bringing the total up considerably. 

Again in 1955 we had the same experience; the funds available i in 
the preceding year were enough to keep the Indians moving and 
expanding. 

As to 1956, we do not yet know. We would guess as of this sitting 
there will be need for another contribution from the United States. 

So far, therefore, there have been United States contributions in 
1952 and 1954 but not 1953 and 1955." The total obligated by the 
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Tnited States is $12,092,000. It is all committed for United States 
ersonnel and particularly to the suppliers of the equipment needed. 
I presume that you would be interested in knowing the types of 
quipment. 

Mr. PassMAN. No. We are interested only in the unexpended 
funds carried forward from 1952. That is what we are interested in’ 
at this time, not necessarily the equipment. 

Mr. Lanuam. Mr. Chairman, it seems to me we do not get a true 
picture unless we get the unobligated funds. 

Mr. PassMAN. There are no unobligated funds. They are obligated, 
put the obligations go back as far as 1952, and they still remain 
wexpended. 

Mr. LannaM. There ought to be an explanation of that. After all, 
what we are interested in is the unobligated funds. 

Mr. PassMAN. There are no unobligated funds in this particular 
development assistance program to India. Is that correct? 

Mr. Ferris. That is correct. 

Mr. PassMAN. There are none. But do you have a very large 
unexpended balance dating back to the year 1952? 

Mr. Denton. Are we dealing with technical cooperation or develop- 
ment assistance? 

Mr. PassMAN. Development assistance. 

Mr. Denton. Are we dealing with both of them? 

Mr. Ferris. This is in technical cooperation. I would like to say 
that one of the major problems in this project is to get the Indians 
to plan, not 1 year ahead, or even 2, but 3 years ahead. The United 
States funds have been used for that purpose, indicating that the 
equipment necessary to expand on the Indian part would be forth- 
coming if the Indians dug up their money. They have now put over 
$125 million worth of rupees into this project against our $12 million. 
Although obligations have led actual expenditures considerably, this 
has, we think, paid off. 

I should like also, if I may, to emphasize what is being accomplished 
in the Indian community development project. It is one of the most 
powerful tools of democracy in Asia. In this effort, the Indians are 
now reaching between 50 million and 60 million rural people—some- 
thing over one-sixth of the total population of India—in a program 
which was only started in October 1952. Every one of the “blocks” 
of 100 villages in this project is a “cell of democracy.” 

Mr. Taser. Are they in favor of Nehru and his Russian anti- 
democracy procedures? 

Mr. Ferris. I should estimate, sir, that only an extremely small 
percentage of the Indian villagers have ever heard much about Mr. 
Nehru’s ideas on foreign policy. They do, however, know that the 
Government has been very vigorous in combating communism in 
India; there are probably more Communists in jail in India than any 
other country in the world except perhaps Soviet Russia. 


INDIVIDUAL AWARENESS OF UNITED STATES PROGRAM IN INDIA 


Mr. Natcuer. You say the people generally in the villages know 
nothing whatsoever about Nehru’s philosophy and his present atti- 
tude: is that correct? 
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Mr. Ferris. I meant to say, sir, that I do not think they kno, 
anything about his recent moves in ‘foreign policy. They have hear 
that he is for peace, and they are for that. They have heard that hp 
is for speeding up the economic development of India, and they ay 
for that. They know that he is fighting communism in Indie toot) 
and nail. The rapid progress that has been made in rural Indiy 
since 1952 is encouraging to them; they think of the Government 4 
being very helpful to them in achieving economic progress. 

Mr. Natrcuer. Do any of these people know that the United States 
Government is spending millions of dollars each vear for their assist. 
ance? 

Mr. Ferris. I should say they know remarkably well, considering 
the state of communications in India. One of our great opportunitic 
lies in two facts: First, each one of these aid projects to which th 
United States is contributing is covered by an agreement which js 
announced in the Indian newspapers and gets rather widesprea 
publicity; and the other thing is, almost all of the Indian leaders reat 
English papers. 

Mr. Natcuer. Most of their leaders do. What about the people’ 
I am speaking now of the people, not of the leaders. 

Mr. Seacer. May I comment on that? 

Mr. Narcuer. Yes. 

Mr. Seacer. As Mr. Ferris has said, so far as Nehru’s pronounce- 
ments on foreign policy are concerned, that is totally outside the 
horizon, beyond the concept of the people who are in these community: 
development projects, which, as Mr. Ferris has stated, now affect 
between 50 and 60 million ‘people. This is a program that has 
touched a chord in their own lives, something that was not possible in 
British colonial times and which has sparked a response that has 
been quite dramatic. They combine with their leadership in thes 
block areas to advance their own welfare. They work with their own 
hands on building access roads, schools, community centers and s0, 
forth. They work in their fields under the impetus given to them by 
their leaders, many of whom are trained by our own agricultural 
extension workers. 

Coming to the point of how much do they know about the American 
contribution to their welfare, our agricultural extension workers ar 
in these centers teaching leaders who in turn pass on their knowledg 
to the workers at the village level. 

From my own observations—and I have not spent too much tim 
there, but during that time I chose largely to stay in the communit) 
development centers—as far as I could observe they got a very thor- 
ough understanding of where this help was coming from throug! 
their association with the technicians that we sent out to work i 
their community development centers. 

Mr. Passman. If only one-tenth of 1 percent of the people of India 
are familiar with Nehru’s pro-Communist attitude, how could 
larger percentage of them know anything about the aid we are giving 
to them? 

Mr. Ferris. Because they see the aid, sir. 

Mr. Passman. Do they know where the aid is coming from? 

Mr. Ferris. Let me give you an example. Another project, and 
I believe that you have figures on it in the file of papers, is these 
deepwater irrigation wells. There are 3,000 of them being drilled. 
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Each one of them when completed carries a prominent sign: ‘‘Indo- 
\merican program.” They are the most interesting thmg in the 
ommunity they serve because everybody in rural India is interested 
n water; the villagers see the signs saying that this aid is from America, 
n collaboration with their own Government. 

Mr. PassMan. I wonder what type of impression it would make on 
the American people if our own President were advocating a Com- 
munist alliance while India was trying to support some project in 
this country. I would be quite a mess, would it not? 

Mr. Ferris. I am afraid I cannot comment on that, sir. 

Mr. PassMAN. Perhaps I should have not asked the question. It 
stands to reason this man appears to be pro-Communist, and I am just 
wondering if we reversed that situation, if we had a President who was 
doing likewise and at the same time India was trying to help the under- 
developed sections of this country, what kind of interpretation the 
people would place on the President’s actions. 

Mr. SeaGer. I would defer to the Secretary on that, but I would 
hazard the opinion that Nehru very often speaks with two voices; he 
speaks with one voice for foreign consumption and another voice for 
domestic consumption. 

Mr. PassMAN. Would that not indicate insincerity? 

Mr. Seacer. Well, it is not at all palatable. So far as domestic 
consumption is concerned, when he speaks for community develop- 
ment, he is not speaking with the same voice that we hear in terms of 
foreign policy. 

DEEP-WELL PROJECT OBLIGATIONS 


Mr. PassMAN. Let me bring this out, if I] may. Ground-water 
irrigation, inasmuch as you mentioned that a while ago, operation 
agreement No. 6, to construct and equip 2,652 wells to increase the 
amount of water available to farmers, in large land yields and brin 
additional acreage under cultivation. I observe here agreement o 
May 31, 1952, out of 1952 funds, $2 million; FOA contribution, 
$13,700,000. 

Now, we will go to the totals. It appears out of the $19,530,000 
the expenditures have only been $12,308,000. Some of the allotments 
70 back to 1952. 

Then there is another one, ground-water explorations, operation 
wreement No. 12, to drill 350 exploratory wells; agreement March 27, 
1953, $4,500,000; agreement April 1, 1954, deobligated, bringing the 
illocations to $3,500,000. As of April 30, the expenditures had only 
heen $544,000 against the total amount for allocation. 

If we move along, Marine Fisheries Operation Agreement No. 5, 
‘0 increase India’s food production. 

April 1 agreement, 1954, totaling $3,017,000, up to April 30, ex- 
penditures had only been $730,000. 

_Then the final one, river valley development, operation agreement 
No. 11, construction of dams and canals to increase farming. First 
agreement June 14, 1952, total $9,888,000. Expenditures against 
that project to April 30 only amounted to $5,028,000. 

Would you like to have a look at these? 

Mr. Ferris. Yes. I may take them up in order, I suppose. 

On the ground-water irrigation, the original obligation was the 
basis of this whole project. The Indians, as one of the major requests 
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they made for help in the very first year, in the spring of 1952, pointe 
out that they had experience in this field and had been able to drij 
over 3,000 of these deep irrigation wells. They asked us to cooperat, 
by putting up the dollar cost of another 3,000. 

Mr. Lanuam. Who is “they’’? I think that is very material hers. 
Do you mean the officials in India, or the people at the local level 
Who made this request? 

Mr. Ferris. The request came from the Government of Indiy. 
through the Planning Commission and the Ministry of Finance. We 
have an aid agreement with India executed January 5, 1952. In that 
agreement the Government of India named its Planning Commissio, 
to propose projects and negotiate them with us, and the Ministry of 
Finance to make financial commitments on the part of India. 
“they” is the Government of India, and specifically the members of 
the Planning Commission, of which the active executive is Mr. V, 7. 
Krishnamachari, the Deputy Chairman. 

Mr. AuLEN. I have had a great deal of experience in the villages 
regarding these deep wells, and I can tell you the pressure on the 
Indian Government from the villages, right down to the ground roots, 
is tremendous. The Government is pressed every day by villagers 
who want a tube well program to be started in their area. Water is 
vital in many areas of India. The tube well program is not just 
some high level plan dreamed up by officials who decide what is good 
for the people. The people themselves are clamoring for it. 

Mr. PassMANn. Would it not be good business procedure not to 
appropriate additional funds for this project since some of the obliga- 
tions go back to 1952? Would it be good business procedure to keep 
on adding to the unused dollars? 

Mr. Ferris. I would like to answer that in terms of this particular 
project we are talking about, if I may, to see if the facts about this 
project add anything to the committee’s deliberations. 

These sums were expended on three contracts largely: One was with 
an American contractor, Harold T. Smith, Inc.; another was with the 
British firm, Associated tubewells; a third was with the German 
Water Development Corp. The construction divisions of four States, 
which had extensive experience, drilled a number of the wells. 

In general this constitutes a method of doing the job almost exactly 
as if it were done in New Mexico, Arizona, or Wyoming in this country. 

The contractors got certain advance payments. They get progress 
payments, and the final bills are paid when the contracts are completed 
and the jobs accepted. 

All of the money was necessary in order to make good on the com- 
mitments which had to be made in order to get the wells drilled. 

So far as I know, there never has been any obligation of funds which 
was not strictly necessary in order to get the work done on the plan 
and schedule which were followed. 

I should like to call the committee’s attention to the fact that this 
is the largest deep-well drilling project ever done in the world. It 
really didn’t get started until 1953. 

The contracting problems were very complex, because the central 
government and 4 Indian states and 3 contractors were involved. 
Things are moving along smoothly. The well drilling is ahead of 
schedule: 500 of them are done already, and another 1,300 have been 
developed and, so far as we can see, the wells will be done ahead of 
schedule. 
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There have been no very serious difficulties of any kind in spite of 
this complex maze in planning and contracting; and so far as I know, 
n0 $100 of this amount was not needed in order to be able to show this 
accomplishment to you gentlemen when the accounting came. 

Mr. PassMAN. We are dealing in agreements going back to 1952. 
The funds have been obligated but so far you have not had use for the 
funds? 

Mr. Ferris. Yes, sir; the contracts in the 1952 program do not 
shedule completion of the work until December of this year. There 
are still several months to go to complete the drilling of the wells in 
the first contract. 

Mr. PassMAN. Does it take that long to drill the wells or is it a 
question of waiting for India to come up with their matching funds? 

Mr. Ferris. It takes that long and it is being done very fast. You 
bad to negotiate the contracts. You had to move in the largest set of 
well-drilling teams the world ever has seen. After the contractors 
knew that they were going to get the job they had to employ new 
staffs, because their other staffs were busy doing the same thing in 
other parts of the world. 

Some of the contractors had to order and secure the well-drilling 
equipment, move it to India, move it 1,000 miles over over-burdened 
railroads into places where communications are poor, set up camps, 
water supply, food supply, and get operations underway. We think 
the speed with which this has been done is remarkable. 

Mr. PassMaNn. In other words, equipment is in and they are now 
putting down the wells? 

Mr. Ferris. Yes, sir; of the 1,500 wells covered by private con- 
tracts, all of which were in that first year’s program, about 1,300 are 
drilled, about 1,150 or so completely developed, about 500 running 
and delivering water. The rest will be completely drilled and devel- 
oped by December of this year, or a few weeks ahead of schedule. 

Mr. LanuaM. It seems to me it is very important right there to 
know whether contracts have been entered into for all of the un- 
expended funds? 

Mr. Ferris. Yes; they have. 

Mr. Lannam. I don’t mean just an agreement with India but have 
contracts been entered into with these well-drilling teams? 

Mr. Frrris. Yes, sir. 

Mr. Lannam. For all of the unexpended funds? 

Mr. Ferris. Every dollar. 

Mr. PassmMan. And you anticipate this program will be completed 
in the calendar year 1955? 

Mr. Murpnuy. That is the 1952 segment of 2,000, Mr. Chairman. 

Mr. Ferris. I was talking about the $13,700,000 item, sir, plus 
the $1,609,000 added, making total of $15,309,000. Those are the 
wells I was talking about. 

They will be completed a little ahead of December this year. 

The Indians have certain other work to do themselves connected 
with the use of the wells, which we are not paying for; I cannot now 
report precisely on its status under the schedule. 

Mr. Passman. Are all of the fiscal 1954 and 1955 funds contracted? 

Mr. Murpay. I know that the 1955 funds have not. 

Mr. Passman. How about 1954? 

Mr. Murpny, I would expect the vast bulk of them are. I wouldn’t 
know offhand. 

Mr. PassmMAn. Will you check that? 
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Mr. Murpnuy. Yes, sir. 

Mr. Ferris. Speaking of this project? 

Mr. Murpny. Oh, yes; they are. 

Mr. PassMan. All projects under this particular program. 

Mr. Murpny. All projeets under this program right through to the 
current year have been contracted. 

Mr. Passman. How about the appropriation for 1955? Have yoy 
contracted all the funds? 

Mr. Murpny. No, sir. I am sure in the 1955 program for India 
there are some funds where the obligations and agreements have been 
reached with India but the subobligation, actual contracting, has no} 
been entered into. 

Mr. Passman. Will you furnish for the record the amount in that 
category? 

Mr. Murpuy. Yes, sir. 

(The information requested is as follows:) 

Technical cooperation as of Apr. 30, 1955: 
Total available__-_ ay oak ; mf _.-. $15, 168 
Subobligation _ —_— _- Spel kaa FO ke Le oaks (ee 


Unobligated i a a 5, 030 


Development assistance as of June 30, 1955: Entire sum of $69,000,000 subobii- 
gated. However, of this amount $500,000 was not subobligated; used for rail- 
road equipment 


EXPENDITURES TO DATE OF INDIA PROGRAM 


Mr. Gary. How much have we spent to date in India? 
Mr. Murpuy. I don’t have it. 

Mr. Seager. We will have to submit that. 

(The information requested is as follows:) 


Development assistance__..._._.--_----- otro : __. $24, 100, 000 
Technical cooperation. _~___-_--- bd 88, 500, 000 


Total 112, 600, 000 


Mr. Ferris. One more piece of information I would like to submit 
for the record on the Tubewell project. On April 1, 1954, we dis- 
covered we had programed $1,970,000 beyond our needs, and it was 
deobligated and put into projects where we were behind. 

I think it is evidence that we have watched the needs for funds on 
the Tubewell project. 

Do you want me to go on with the other projects? 

Mr. Murpuy. We will have to supply the information you: asked 
for, Mr. Gary. 

Mr. Gary. All right. 

Mr. Auten. I have figures on United States Government aid to 
India. ‘Technical assistance and economic aid in 1951 was $700,000; 
in 1952 it was $52,800,000; in 1953 it was $44,100,000; in 1954 it was 
$86,800,000; in 1955 it was $84,400,000. This makes a total ol 
$268,800,000 of United States technical assistance and economic aid 
to India since the beginning of the program. 

Mr. Gary. In addition to that we have given them several hundred 
million dollars in wheat; have we not? 

Mr. AuLeN. In 1951 we made them an outright dollar loan o! 
$189,700,000 to purchase wheat. There was a special act of Congress 
for that particular purpose. The Government of India is paying the 
loan back now. 
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NEED FOR CONTINUATION OF AID TO INDIA 


Mr. Gary. Frankly I am very gravely concerned over the fact that 
after those large expenditures in India we find Nehru in Moscow, 
entering into certain agreements, and endorsing the complete Com- 
munist world program. 

I would like you, Mr. Allen, to give us your appraisal of that 
situation, and, if you can, tell us why in the face of that record we 
should continue to make further appropriations for India. 

Mr. Auten. That is a perfectly proper and logical question,which 
[have been asking myself. 

When I come before you today supporting this program it is not 
without having searched my conscience a great deal. 

I do support it, and I support it genuinely—not just because I have 
been told by my superiors to come here and support it. I think you 
are entitled to a fair and frank answer as to why do it in the face of 
the circumstances you have just cited. 

Let me say first, just to keep the record straight, that the joint 
communique issued by Nehru and Bulganin in Moscow was not a pact, 
nor was it an alliance. Far from it. I am confident that India is just 
as far, if not further, from signing an alliance with Soviet Russia as 
she is with signing one with the United States. It was a communique 
which included the points of foreign policy on which India and Soviet 
Russia are in accord. 

As I mentioned before, they were statements of foreign policy 
which had been made by both India and Soviet Russia previously, so 
there was nothing actually new in the communication insofar as the 
foreign policy of either India or Soviet Russia is concerned. 

As a matter of fact, if there is anything new in that communique, 
it is the clear-cut statement on behalf of the Soviet Union and of India 
that the question of Formosa should be settled by peaceful means. 
Thus they are saying to Peking, in effect, that there should not be 
aggression or active military initiative on the part of Red China to 
take Formosa. 

We can take some satisfaction from that. 

I may add that if Nehru came to the United States tomorrow, we 
and Nehru could issue a joint communique which could have a very 
resounding effect on the world public, if we listed the joint policies of 
the United States and India. 

Nehru has always been strongly opposed, and has no hesitation in 
saving that he is opposed, to dictatorship and to dictatorial methods. 
He is thoroughly devoted, as far as I can see from his public statements 
and private acts, to the democratic process. 

He told me one day how he fights communism inside India. He 
said he had had over 30 years of experience in this business, and he had 
found that there were certain things he could say about communism 
which make no impression at all on the great Indian masses. 

If he says to an Indian crowd ‘“‘Don’t vote Communist because that 
isa terrible system. A man may be third in the government one day 
and the next day his neck is cut’’—that will not make much impression 
on an Indian crowd. Most Indians do not think they will ever be 
No. 3 man in the government. Somebody else’s throat may be cut 
but not theirs. 
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Or if he says “Communism is a terrible thing because you will lose 
our homes and property”, the average Indian is not impressed 
ecause he thinks it is the Maharaja who will have his land take, 

away from him. He probably has only the shirt on his back. 

But there is one thing Nehru can say and does say which keeps the 
Communists in line and prevents them from getting any considerable 
percentage of votes in India. (The largest number they ever achieved 
in an all-Indian election was about 5 percent.) Every time there is q 
big political gathering, each political party has its own flag, because 
many Indians cannot read and have to follow a sign. 

The Congress Party, Nehru’s own party, will have its flag. The 
Socialist Party and local parties in various provinces have their flags, 
and there is also a Communist Party flag. The Communist flag looks 
very much like the Russian flag—a red banner with the hammer and 
sickle on it. 

Nehru sees that flag flying and he says ‘‘What is that flag? I don't 
recognize it. It has no place on the sacred soil of India. It is an alien 
flag. And the Indians who rally to that flag are taking directions from 
outside India. They are not loyal, patriotic Indians.” 

He uses the Indian national emotion to fight the new religion of 
Communism. 

As far as I can see, he feels genuinely that the Communist Party of 
India is not a true Indian party. 

A very pertinent question has been raised on the subject of whether 
the Indians know that American economic aid is coming to them. 

I went with Senator Knowland up to the Punjab, north of New 
Delhi, when he was in India a year and a half ago. We went through 
the Sikh country. 

In every village we visited, as soon as the people found out that an 
American group had arrived, they came out demanding that we stop, 
get out, and see their agricultural development. They were being 
aided by an American extension farm agent who was working in that 
area. 

They didn’t know who we were except that we were Americans. 

They were proud as they could be, and insisted that Senator 
Knowland be taken to their cottonfields, which were much better 
than they had been able to produce before. These Sikhs did not 
assume a begging manner, but showed great pride that they had been 
able to improve their crops through American methods. 

It was the warmest sort of experience, and I have heard Senator 
Knowland refer to it in speeches here in the United States since he 
came back. 

I am inclined to think that, if anything, we suffer from too much 
publicity regarding our aid in India. 

American aid to India is one of the most debated subjects there. 
When a new American Ambassador arrives in India, the first thing 
the newspapermen try to find out is the extent to which he favors 
American aid. If he favors American aid to India, he is all right. 
If he is not willing to fight for it, they are skeptical and doubtful 
about him. 

Senator Cooper experienced the same thing when he arrived in New 
Delhi 3 months ago that I experienced when I arrived there 2 years 
ago. 
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[am sometimes asked whether the Indian Government has asked 
prour aid. Every project we go into in India has to be brought to us 
the Indian Government. ‘The initial request has to be made by the 
ndians. 

We have never given a single project to India which they have not 
sked for, whether in economic aid or technical assistance. We never 
nd out a technician unless some branch of the Indian Government 
quests him. He may be a water expert, a malarial expert, or 
mething else. We have many more requests on the books right now 
br individual technicians than we can fill or that we have appropria- 
ions for. 

We also have much larger requests for economic aid than we can 
ve. 

‘4s regards the contribution of India to the program, India’s contri- 
ution to its developmental program is about 90 percent, and all the 
preign aid combined, including American aid, is about 10 percent. 

American aid is the most significant foreign aid India receives, but 
id is also received from other members of the Colombo plan. 


SOVIET AID TO INDIA 


Mr. Forp. While you are discussing that point, how does any 
oviet aid channel into India and in what amount? 

Mr. AttEeN. The only Russian technicians who have actually gone 
» India, so far as I know up to the present time, are two technicians 
n the Indian Statistical Institute. 

[have had no recent reports on how they are cooperating or whether 


hey are adding anything. 

Mr. Gary. What in your opinion did Russia promise Nehru when 
he was in Moscow to get these concessions or statements from him? 

Mr. Atuen. About a year ago Soviet Russia offered a loan to 
adia of about $100 million to build a steel mill. 

Soviet technicians came there and looked over the land to see where 
he iron ore and where the coal was. They proposed to the Indian 
overnment that they make a detailed plan for this steel mill and 
ubmit it to the Indian Government. 

If the Indian Government finds the plan acceptable, they will 
resumably draw up a specific contract for the building of this mill. 

If the Indian Government finds it acceptable, the mill will be built 
i the basis of a loan at 2% percent interest, presumably a hard loan 
0 be paid back just as they are paying back our loans. 

Thave no indication that further economic assistance to India was 
liscussed when Nehru was in Moscow this last week. It might have 

They might have touched on the steel mill question. 

But I do not believe that Russia had offered India economic aid 
nreturn for this joint communique. I see no indication of it. 

Mr. Gary. Do you think they offered him military aid? 

Mr. ALLEN. No; and I am confident that Nehru would not accept 

y military aid. He could not. 

He has come out strongly against military aid to anybody by any- 
lv. It would take a revolution in his whole policy with regard to 
verybody for him to accept direct military aid, from us, from Russia, 
r from anybody else. 
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He says military aid is a wicked, vicious thing—the first step to , 
military pact, and therefore not good. 

Mr. PassMan. In your opinion, why did he associate himself wi 
the views of the Russians in issuing this communique? 

Mr. ALLEN. He associated himself with those views of the Russiang 
on which there was common ground—largely noninterference in t) 
internal affairs of any foreign country, peaceful settlement of inter 
national disputes, and all the general phrases issued in communiques, 

The specific things in that communique which are contrary to oy 
policy are primarily the admission of Red China to the United Nations 
and the peaceful and eventual turnover of Formosa to the Peiping 
regime. 

“Many other parts of the communique could be issued in Washington, 

Mr. WicGLeswortrnH. Was it necessary for him to go to Moscow to 
do that? 

Mr. Atten. No. When he was a young fellow, way back in 1927, 
he went to Moscow as a tourist once, but he had never made an official 
visit to Moscow. Moscow is the only prominent world capital lid 
had not visited up to now. He has been to London, Washington, 
Paris, and Peking. 

The Russians kept saving to him, I suppose, “You say you an 
neutral, that you are willing to talk to anybody, and you have bee 
to Washington but you never have been to Moscow. 

Mr. Passman. Thank you, gentlemen. 

Mr. Passman. The committee will come to order. 

We were discussing the development assistance program. 
believe Mr. Gary was interrogating at the time we recessed 
luncheon. 

EFFECT OF DENIAL OF FUNDS 


Mr. Gary. Mr. Allen, what in your opinion would be the effect 
we refused to appropriate this $85 million for India? 

Mr. Autien. Mr. Gary, I will not say to this committee that | 
think India would go Communist or would necessarily flounder if 
we did not appropriate this fund. 

The Indians’ economic development program, however, woul 
receive a very severe setback. 

India, I believe, has the best going development program of any 
underdeveloped country that I know of anywhere, and I certainly (i 
not exclude Communist China. . 

India has a good 5-year plan. They have a good administratiou. 
They have good technicians. 

Fortunately, they have a good bureaucracy. We often hear that 
word used in a derogatory sense, but India inherited a good bureau: 
racy and has carried it on. 

A certain amount of economic development in India requires for- 
eign exchange. There are some things they cannot purchase an 
some skills they cannot get except in the United States or in weste!'l 
countries. 

The momentum would be taken out of their economic developme 
program if we cut off aid. It certainly would not progress as rapi(l’ 
as it will with our aid. 

India is in competition with Communist China inasmuch as the! 
are the two principal mass-population and underdeveloped countrits 
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If India does not make a success under her democratic system, 
vidious comparisons will be made and a lot of people, not only in 
India but in other areas in Asia, will say that maybe they had better 
sek some other method. 

[think the answer to your question is a relative one. ‘To cut off aid 
vould have a seriously adverse effect, but I will not try to pretend 
that the whole future of the world depends on this program. 


EXCHANGE PROGRAM 


Mr. Gary. Are they participating in the exchange program? 

Mr. ALLEN. Yes, Mr. Gary. I am very glad you brought up that 
question, because from some of the questions | have heard today, | 
gain the impression that many people think India is more than half- 
way behind the Iron Curtain, because of communiques issued in 
Moscow. 

As regards exchange students, there are at present more than 2,000 
Indian students in the United States. There are more than 3,000 
Indian students in Great Britain. 

As far as I know, there is not one regular Indian student in either 
Red China or Russia. There may be a few, but I never heard of one. 
In the normal course of events, it would not occur to an Indian family 
or to the Indian Government to send students to China or Russia. 
Their whole contact has been with the western world. Their training, 
their education and thinking has been with the West. 

Mr. Taser. How many did you say there were? 

Mr. ALLEN. More than 2,000 in the United States, and about 3,000 
in Great Britain, according to the Indian Ambassador. 

Mr. Taper. They are sent there to a very large extent by their own 
folks? 

Mr. ALLEN. I would say that perhaps half of them are assisted in 
one way or another by the Indian Government, or by the Fulbright 
program, or by some other scholarship fund of a university. 

Mr. Taser. How much out of the funds we have here in Foreign 
Operations? 

Mr. Auten. There is a technical assistance aspect of the Foreign 
Operations program. Last year 120 Indians were brought to the 
United States, to learn our methods of extension work in farm com- 
munities, or some such thing. They go to Wisconsin, Texas, Minne- 
sota, to find out how our farm agents operate in our own local com- 
munities, or to factories or laboratories. 

There may be need for a man to see how steel is made, or to investi- 
gate collection of statistics and publication of crop reports, and all 
sorts of things. 

For this current year, fiscal 1955, the number programed was 188. 

Mr. Narcuer. Mr. Secretary, as I understand it, there are no 
Indian students at the present time in Russia? 

Mr. ALLEN. Not one so far as I know, and I think I would know 
ifthere were. Students and professors have some on tours to Russia 
and China, but I do not know of any Indian students actually in 
residence there. 
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OFFER BY RUSSIA TO TECHNICAL ASSISTANCE PROGRAM OF UniTxp_ 
NATIONS ; 


Mr. Narcuer. Under the technical assistance program operated | 
by the United Nations organization, do you know whether or not | 
Russia earmarks any of her money to that particular fund for the” 
use of training Indian technicians or students? | 

Mr. ALLEN. Russia has offered funds to the technical assistance 
program of the United Nations, as you perhaps know, but for expendi- 
tures only inrubles. She has made specific offers to Pakistan totaling 
upwards of two or three hundred thousand dollars, I believe. So far 
as I know very little of it has been spent, either in Pakistan or India, 

Mr. Narcuer. So far as you know, then, no portion of the money 
contributed by Soviet Russia to the technical assistance program for 
the United Nations Organization is used to train Indian technicians 
or students in Russia. Is that correct? 

Mr. ALLEN. That is correct, sir. 

(Note: The above answer was changed after the conclusion of the 
hearing to read as follows:) 

Mr. Auten. That is correct, sir; with the qualification that some 
Indians visit Russia for brief periods. I am told that 10 or 15 
Indian nationals went to the Soviet Union for a period of 1 month 
each, for technical training. 

Mr. Natcuer. Thank you, Mr. Gary. 

Mr. Gary. Mr. Taber, I understand you have to leave for another 
committee meeting. 

I will be glad to yield to you at this point for any questions you 
might want to ask. 

COTTON 


Mr. Taser. I notice that you have $30 million to India for cotton, 
and India produces something in the neighborhood of 3,400,000 bales 
of cotton a year according to this book. 

Why don’t they produce enough cotton, with all their manpower, 
to take care of themselves? 

Mr. Auten. The answer, Mr. Taber, is that different grades of 
cotton are needed. For example, the United States is by far the 
largest cotton producer in the world and largest exporter of cotton, 
yet I had to discuss with the Indian Government the question of 
meeting the desire of Americans to import Indian cotton. ‘They 
wanted certain grades and staples, to mix with their cotton. The 
requirement of the Indians for American cotton is for a type which 
they cannot produce themselves. 

Mr. Murpny. That $30 million, Mr. Taber, in the 1956 program 1s 
for wheat. 

Mr. Taser. Wheat? 

Mr. Murpuy. Yes. Cotton was a $12 million figure shown under 
1955. It is a little difficult to follow across there. 

Mr. Suacer. The first figure is $4 million, sir, and that corresponds 
to fertilizer shown in the first column. 

Do you see that? 

Mr. Taser. Yes. Next is wheat? 

Mr. Seager. That is right. 

Mr. Taser. There is no cotton shown in that item, then? 

Mr. Sxacer. That is correct. 





WHEAT 


Mr. Taser. Don’t they produce wheat in India? 

Mr. ALLEN. Yes, sir. As a matter of fact, India produces 80 to 90 
percent of its requirements in wheat when it has a good year, and it 
had a good year last year and the year before, due in considerable part 
to the improvements they have instituted under their agricultural 
development scheme. 

They are using considerable fertilizers now. 

Mr. Taser. We have quite a considerable quantity but show no 
wheat in their production schedule here. They do show considerable 
rice production. I wonder why that is? 

Mr. Murpuy. What wheat there is would be included under the 
“Other food grains” line. 

Mr. Taser. What did they use to get along on before they got 
American wheat this way? 

Mr. Seacer. They grew the greater part of their own wheat, Mr. 
Taber. 

Mr. Taper. They did? 

Mr. Seacer. Yes. 

Mr. Taser. And still do? 

Mr. Seager. Yes; by far the greater part. 

Mr. Murpuy. And you do recall, Mr. Taber, the Secretary men- 
tioning the wheat loan we made to India in 1951 of one hundred and 
eighty-some-odd million dollars? 

Mr. Taper. Yes. 

You have another program of $4 million for other agricultural 
products. That states it is for project use. 

Mr. SraGcer. Some of that would be cotton, Mr. Taber. 


SEMIFINISHED PRODUCTS 


Mr. Taper. What would that $28 million of semifinished products 
be? 

Mr. Spacer. That would be steel. 

Mr. Taser. That would be steel? 

Mr. Seacer. Yes; for the industrial and partially for the agricul- 
tural sector. 

Mr. Atuen. For the manufacture of agricultural implements. 

Mr. Taser. I thought they had a steel miil there. 

Mr. Sracer. They have several, but they have need of a great 
deal more steel than they can themselves produce. 

The Russian offer mentioned this morning is indicative of the 
Indians’ need for more steel. 


RATE OF EXPENDITURES 


Mr. Taser. I just do not understand why it would be, if there is 
a real desire for these things in India and a real need for $69 million 
provided last year, the expenditures are only $11 million, and I do 
not understand why in the 1954 program, which was practically all 
industrial items, a very large percentage of that has not been delivered. 
What is the figure on that? 

Mr. Sraacer. The amount in the pipeline? 
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Mr. Taser. The amount which has been expended out of tha; 
$60 million. 

Mr. Murpuy. The total expenditures against that $60% million as 
of April 30, 1955, were $13,553,000. A large part of that, Mr. Taber, 
you probably will recall went for railroad equipment, railroad loco. 
motives, and they are a long lead-time item. 

They are all under contract and have been for some time, but 
deliveries are scheduled quite a way in advance on those. 

Mr. Taser. The 1955 program is practically all up in the air, 
You have this development picture. Is that the development assist- 
ance setup? 

Mr. Seacer. Mostly in the technical cooperation field; entirely so, 

Mr. Taser. There your expenditures are running only $4 million 
down to the date shown here, whatever date that is. 

Mr. Ferris. On that particular project we have—— 

Mr. Taser. Is technical assistance mostly projects or mostly 
training? 

Mr. SeaGcer. Training and supplies which go with it. 

Mr. Taper. Less than half the money was expended. The expend- 
iture would seem to be down on ground irrigation. Out of a total 
setup of 1953 and 1954 funds of $314 million you have a $500,000 ex- 
penditure. 

Mr. Ferris. Are you speaking, sir, of the ground water exploration 
project? 

Mr. Taper. Yes. 

Mr. Ferris. That is a case of the contract having been almost 
completely agreed upon when troubles were encounte! ed that involved 
revising the project and contracting on an entirely different basis. 
You will notice e, sir, there was $1 million deobligated. 

Mr. Taser. I noticed that. 

Mr. Ferris. That deobligation came at the time the project was 
completely replanned and it was necessary to take new proposals and 
start all over again. 

Mr. Taser. Is that because vou did not have the right kind of 
people over there looking after it? 

Mr. Ferris. I would not think so, sir. The difficulties were prob- 
lems between the bidding contractors and the Government of India. 
This is really an experimental drilling project. It neeanyes experi- 
ments and research as the drilling proceeds under Government of 
India supervision. In all drilling work the contractors want to keep 
going but it is necessary for the Government department concerned 
to stop the work from time to time and try something different as 
needed for varying water strata. The answer was to replan the project 
in such a way that the contractor had to do what the engineers from 
the Government wanted them to do, and to make this possible without 
the contractor losing money due to no fault of hisown. That required 
abandoning the original fixed-bid basis, recasting the plans on a 
service basis, and issuing a new set of invitations. 


DEVELOPMENT ASSISTANCE FINANCED BY LOANS 


Mr. Fernanpez. I notice on page 223, a summary of programs by 
functions, there is India, $45 million, development assistance financed 
by loans. That is about half of what they received, is it not? 
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Mr. SEAGER. No, it is in excess of half. If you take the develop- 
ment assistance figure of $60,500,000, then $45 million of that is on a 
loan basis. 

Mr. FerNANDEZ. Does that mean that a part of this money we 
are appropriating every year, including this year, is handled by way 
of loans? 

Mr. SeaGer. On a loan basis. 

Mr. Murpuy. Under section 505 of the Mutual Security Act, not 
less than $200 million of the aid during the fiscal year 1955 has to be 
handled on a loan basis. 

Mr. FernNanpbez. The law requires it? 

Mr. Murpny. Yes. 

Mr. Fernanpez. Is that true of the other countries in the Near 
East and Asia? 

Mr. Murpuy. Well, in Pakistan; yes. Pakistan has part of her 
program this year on a loan basis, and part of the Formosa program 
was on a loan basis. The loans are spotted around the world. 

Mr. Fernanpez. How do you handle the loans, through the Export- 
Import Bank? 

Mr. Murpuy. Yes; we are required by law to do that. We allocate 
the money to the Export-Import Bank and they sign the loan agree- 
ment with the other country and they service the loan. In other 
words, they send out the bills, collect the principal and interest as it 
is due, and deposit it in the Treasury. 

Mr. Fernanpez. It is your organization that determines whether 
the loan is to be made, and for what amount? 

Mr. Murpuy. That is correct. 


SALES PROCEEDS 


Mr. Fernanpgz. I do not understand what the next two items on 
that page are, ‘Sales to this country,” and “Sales proceeds program- 
ed to this country,” each for $26 million for 1955 and $30 million 
for 1955. 

Mr. Murpuy. In 1955, in addition to having $45 million on a loan 
basis, there is $26 million in the form of surplus agricultural commodi- 
ties which were sold in the country for rupees, and the rupees used 
for carrying out the program. The $30 million is our estimate of 
what portion of the $70 million worth of development assistance that 
we are requesting for fiscal year 1956 would be supplied in the form 
of agricultural surplus commodities. 

Mr. Fernanpez. When you say “this country,’’ do you mean the 
United States? 

Mr. Murpuy. ‘‘Programed in this country”? means ‘India. 

Mr. Fernanpez. And sold to India? 

_ Mr. Murpuy. The rupees are used for the Indian program; that 
is correct. 


»? 


CAPITAL EQUIPMENT 


Mr. WiacLteswortnu. What is the $4 million item for capital 
equipment? 

Mr. Ferris. That would be in the industrial economy. 

Mr. WiaeGLeswortH. What is it? 
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Mr. Ferris. It would be for generators, motors, some jeeps, some 
road scrapers, some earth-moving equipment and some drill rigs 
for wells. 


AMOUNT OF LOANS IN RELATION TO APPROPRIATIONS 


Mr. PassmMan. So the record may be clear on the statement made 
with respect to loans, could you tell the committee what the total 
appropriation last year was percentagewise, and the number of dollars 
made on a loan basis? 

Mr. Murpny. I am unable to quickly compute the percentages, 
The number of dollars, as of April 30—we had consummated loans 
totaling $194,500,000 and we had $5 million addition in negotiation on 
the nonmilitary side and $15 million additional in negotiation on the 
military side for a total of $20 million, which would make a grand tota| 
of $214,500,000 if they all are finally negotiated out. 

Mr. Passman. May I ask you why we should confuse this program 
with the loan part because the loans are under the Export-Import 
Bank? 

Mr. Murpuy. They are financed with these appropriations, sir, 
The Export-Import Bank merely services the loans so you will not 
have two agencies of Government servicing loans of the United States 
with various countries. 

Mr. Passman. Could you furnish the committee the names of the 
nations that we have made loans to, and the amount of each loan? 

Mr. Murpny. I will be glad to. 

(The information is as follows:) 


Administration of loan provisions (secs. 505 and 201 (a) of Mutual Security Act of 
1954) loans negotiated as of June 10, 1955 


[In thousands of dollars] 
' 
Country | Defense | Development| Total 


support | assistance 





Europe: Spain_- 
Near East and Africa: | | 

a a ee ere yf 7, 500 

Greece j Gee toe. i 10, 000 

32,000 |.- ; 32, 000 

20, 000 

20, 000 | 20, 000 


Sc te og OE y 20, 000 
CN tat ccahrmpciiia asian Sdam hee eae cya cal 5,000 | 45, 000 
Pakistan | 20), 000) 


$2") wn 








1 194, 50! 


1 Other loans under consideration, including a possible development assistance loan to Lebanon and 


certain military assistance loans, are expected to result in total loans in fiscal year 1955 of not less than $200 
million. 


Mr. Seacer. In the area under consideration here, it was $45 
million for India and $20 million for Pakistan. 

Mr. Ferris. In the case of India, about three-fifths of the total 
appropriation. 

Mr. PassMan. It stands to reason that nations may be down today 
and may be up tomorrow, and those up today may be down tomorrow. 
That applies to individuals. Why are we not making more loans rather 
than grants or gifts? 
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Mr. Seacer. You will find that in a good many of the countries 
ye are Making them on a loan basis. 

Mr. PassMAN. But percentagewise on the overall for the entire 
program the number of loans is very, very small. 

Mr. Murpuy. Yes. Incidentally, there is a table on page 41, 
yetion 1, in the small book, which shows the loans that were made 
through April 30. 

Mr. PassMAN. $194,500,000. Is that the total since the inception of 
the program, or for the fiscal year 1955? 

Mr. Murpny. Fiscal year 1955 only, and there were amounts in 
addition of $20 million in negotiation, which I believe has been con- 
summated, or will be before the year is over. 


TECHNICAL COOPERATION 


Mr. PassMaANn. The next item under “South Asia’ would be 
technical cooperation. How much has been provided to date for 
technical assistance to Afghanistan? 

Mr. Seager. I can give you the figures for 1955 and proposed for 
1956 

For 1955, Afghanistan, $1,900,000. For India, $15,200,000. For 
Nepal, $800,000. For Pakistan, $5,200,000. 


OBLIGATIONS AND EXPENDITURES 


Mr. PassmMan. What unobligated funds do you have in this par- 
ticular category? 

Mr. Murpuy. Under technical cooperation, during fiscal year 1955, 
the total program for this area was $23,100,000. Obligations as of 
April 30, 1955, totaled $20,200,000. 

Mr. Passman. Leaving unobligated how much? 

Mr. Murpuy. $2,800,000 as of April 30. 

Mr. PassMaANn. How much remains unexpended? 

Mr. Murpuy. There again, sir, I have the expenditure for this 
year’s program, but I would have to supply the cumulative unex- 
pended for the record. On this year’s program, out of the $23,100,000, 
expenditures on April 30 amounted to $3,300,000. 

Mr. PassMAN. In view of the amount remaining unexpended why 
do you propose increasing the amount requested this year? 

Mr. Seacer. A lot of these figures are for supplies and equipment 
for continuing programs of long-term significance. These are long- 
rim pengea and the supplies and equipment flow as each program 
evelops. 

Mr. PassMan. According to your records, there has been a very 
small amount actually expended compared to the amount available, 
using the expenditure figure given to me by Mr. Murphy. 

Mr. Seacer. I do not know if that is a particularly small amount. 

Mr. PassMAN. $3 million plus out of the $23 million. 

Mr. Murpny. That does look awfully small. I would like to 
doublecheck that. It seems inordinately low. I cannot account for 
it myself. I would expect the expenditures to be larger than that 
by April 30. I would like an opportunity to correct the record on that. 

Mr. Passman. How much has been provided to India to date under 
technical cooperation? 
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Mr. SeaGcer. For 1955, $15,200,000. 

Mr. Murpuy. The 19: 54 figure was $26,346,000. The 1955 figuy 
was $15,169,000, and the request for the fiscal year 1956 is $15 millio, 
even. 

Mr. PassMAN. What is the unobligated balance in that particul, 
category for India? 

Mr. Murpuy. The $15,200,000 for the fiscal year 1955 had obliga 
tions of $13,700,000 on April 30, which leaves $1,500,000 unobligated 
on April 30. 

Mr. Passman. What is the amount of unexpended balance? 

Mr. Murpuy. The unexpended balance would be $13,800,000 oy 
April 30. 

Mr. Passman. Will you explain to the committee what you propose 
to do with the $15 million requested for the fiscal year 1956? 

Mr. SeaGer. Some of it will go into the community development 
program that has been described to you this morning. 

It will be for technicians, supplies, for projects in health an 
sanitation, industry, and mining. Those are the principal elements 
of the program. It will go for contracts with various American 
universities in the field of education, agricultural engineering, an 
so forth. Also, home economics, public administration, and labor. 
It will protect our continuing program of technical cooperation in 
India with specific reference to those fields of activity that I have 
cited. 

PAKISTAN 


Mr. Passman. According to the record the Congress appropriated 
and a \ allocated to Pakistan for technical cooperation for fiscal year 
1955, $8,234,000; and for the fiscal year 1954, $5,220,000. How much 
remains unexpended to date of all the funds allocated heretofore? 

Mr. Murpuy. I do not have any cumulative figures on the 
unexpended balances. I will have to supply that for the record. 

Mr. Murpuy. I have the 1955 program here. I can give you a 
figure on that immediately. The program for 1955 had $1,200,000 
expended against the $5,200,000 as of April 30. 

Mr. Passman. What was the unobligated balance? 

Mr. Murpuy. $500,000 out of $5,200,000. The obligations were 
$4,700,000 on April 30. 

Mr. Passman. Will you be able to furnish the committee with the 
amounts of the unexpended balances and the unobligated balances on 
a cumulative basis? 

Mr. Murpny. Yes. 

(The information follows:) 


The unexpended balance of technical cooperation for Pakistan as of April 30, 
1955, was $17,800,000. 


MODERN STORAGE OF GRAIN FOODS FOR PAKISTAN 


Mr. Passman. I would now like to take up project No. 34, modert 
storage of grain foods for Pakistan. 

We will take the financial status for Pakistan as of March 31, 195). 

It appears from the report we received on project No. 34, oblige- 
tions agreement, April 29, 1954, FOA dollar obligations $1, 485,000; 
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axpenditures, zero; that this project was entered into for the purpose 
of constructing 3 grain elevators with a capacity of 10,000 tons each. 
\lr. Murpuy. Yes. 
TAUNSA BARRAGE 


Mr. Passman. And project No. 28 is the Taunsa barrage. Obliga- 
ions agreement, February 22, 1954, FOA dollar contribution, $3,- 
00,000. The actual expenditures against the agreement amount to 
332,750. The purpose of this project is to construct a concrete dam 
5,000 feet long across the Indus River and provide irrigation for about 
730,000 acres of new farmland and 675,000 acres now inadequately 
watered. 

\fr. Murpuy. Yes. 


GREATER KARACHI WATER SUPPLY AND SEWAGE DISPOSAL 


Mr. Passman. Now we will go to project No. 24, the greater 
Karachi water supply and sewage disposal. Obligations agreement, 
Februarv 20, 1954, $1,750,000; expenditures, $2,372. 

Mr. Seager. I have Mr. John Canning, head of our Pakistan desk, 
here, and if you wish, he can answer specifically on these particular 
questions. 

\ir. PassMan. The committee would like to have an explanation 
on the three of them. 


MODERN STORAGE OF GRAIN FOODS FOR PAKISTAN 


You can. take project No. 34 first. 

Mr. Cannina. I believe that you asked first about the grain 
storage; $1,485,000 was obligated in the 1954 program of which 
$1,485,000 was subobligated by a PA, requesting that a contract be 
let to construct grain storage facilities in Pakistan. 

As you are no doubt aware, there has been considerable public con- 
troversyeon this, and with regrets on all sides. The only way out of 
the thing is to ask for new bids on the $1,485,000. The point here, of 
course, is that the funds are set up in this agreement with the Govern- 
nent of Pakistan. We have a commitment to go ahead on it, and as 
was announced by Governor Stassen, we are hiring an independent 
engineer to make a check on all the technical problems involved here 
to give us views, and the Government of Pakistan, as to how to start 
out afresh and right. 

Mr. Skacer. The bids were thrown out, as I think you know, on 
this particular project. We have an obligation towards the Pakistan 
Government ultimately to build these elevators. 

Mr. PassmMan. In the beginning, did you not ask for design bids 
rather than dollar bids? 

Mr. Cannina. That is correct. You will recall, the position was 
that the Government of Pakistan not only wanted bids from people 
who were constructing something, but they also wanted opinions as to 
what the best kind of construction would be. That is why they 
called it a design bid. , . 

Mr. PassMan. It is vour understanding that in October of last year 
one of the representatives of FOA noiified the persons concerned they 
Were ready to approve their design bid, invited them to Washington 
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to negotiate on the bid, and then the publicity broke and Govern 
Stassen, for some reason I never understood, decided to throw all thg 
bids out? 

Mr. Canninc. Would the chairman excuse me to go back to the 
first thing there—an employee of FOA? 

Mr. Passman. One of the officials. I will be happy to bring you 
letter over this signature. He said that we are now ready to negotiat, 
on the Pakistan grain elevator contract. 


_ Mr. Cannina. I am afraid that I cannot answer as to that par 
ticular issue. 


(The following was submitted later:) 


Basis OF PAKISTAN Grain StroraGE Prosect Estimate 


A study of the proposed project was made under FOA auspices during a 2-week 
period in February 1954 by aevey E. Bross, FOA grain consultant in Turkey 
who was released for temporary duty to conduct the investigation in Pakistan 
As a result of this study and independent investigations made by the Govern 
ment of Fakistan and agricultural advisers from the United States operations 
mission, project agreement No. 34 was drawn up to provide for the constructio 
of 3 steel grain elevators, each of 10,000 tons capacity, to be located at the port: 
of Karachi and Chittagong, and at Lyallpur, an inland location. 

In addition to Mr. Bross’ wide knowledge of costs of grain storage equipmen 
in the United States, he had recently had experience in the procurement of grain 
storage equipment for Turkey. The actual cost of procurement of grain storage 
equipment for Turkey was used as one of the bases for the estimated cost of the 
Pakistan grain storage facilities. Based on these figures, the following estimate 
were prepared by USOM/Pakistan in cooperation with the Pakistan Governmen 
representatives: 


Quantity, description, specifications 


Iron and steel mill materials 

Generators and motors 
DI i I al caida ma 
Conveying equipment 

Industrial machinery 

I A ccc acces oo mean as gaiecoebigitn shania nie sasniglns beaded ei 
Technical services 


| Total, C. and F., Karachi or Chittagong 





The total estimates were rechecked by FOA/W. A comparison with FOA/W’ 
estimated cost of $50 per storage ton indicated that the Pakistan mission’s estimate 
was reasonable. 


Mr. PassMAN. From the status of this particular agreement at thi 
time, would it not be that Governor Stassen has asked that an eng! 
neering firm draw up plans and specifications for the type of gral 
elevators that Pakistan wants? 

Mr. Cannina. That is correct. 

Mr. PassMan. It is too early to determine what the specification 
will be, or when the bid invitation will be sent out? 

Mr. CanninG. That is correct. 

Mr. Forp. In other words, the design specifications bids have bee 
completely eliminated? 

Mr. Cannina. That is correct. : 

Mr. Forp. And we now have the status where you are going ! 


have an engineering firm prepare a design on which all bidders wil 


submit their proposals? 
Mr. Cannina. That is quite correct. 
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Mr. Forp. Is that agreeable with the Pakistan Government? 
Mr. Cannin@. It is agreeable with the Government of Pakistan. 


TAUNSA “BARRAGE 


Mr. Passman. Now, project No. 28, the Taunsa Barrage. 

Mr. CanninG. With regard to the Taunsa barrage, $3,500,000 was 
obligated by project agreement on the Taunsa barrage. This is the 
case Of long lead procurement and fabrication. What we are getting 
with the $3,500,000 is very largely spillway gates and other equipment 
necessary for diverting and regulating irrigation water flows. This is 
on a dam which is about a mile long across the Indus River, and it is 
ging to take a good long time to turn out these spillways. Every- 
thing is going according to schedule. Asa matter of fact, the schedule 
for the project calls for throwing a dam across the Indus River at the 
low water point next year, in November of 1956. The expenditure 
figures as you noted are quite low. However, all those funds are 
contracted for. A Texas firm is doing a great bulk of the fabrication 
and supplying of the kind of equipment which I noted for you. 

The Karachi water supply and sewage disposal item, as you will 
observe, shows that $1,750,000 was obligated by agreement. There 
isa little item of about $1,000 which has not yet been subobligated out 
of the total, and again the items are long lead items. What is needed 
there is tunneling equipment, pumps and excavation equipment. In 
addition I might point out that that $1,750,000 subobligation is in two 
parts. It is made up of an item of $1,500,000 which was classified 
as defense support, and $200,000 which is classified as technical co- 


operation. And the $250,000 is being used largely for the purpose of 
drawing designs and the like. 

It is a rather complicated project. It calls for getting water from 
the Indus River at a source about 60 miles from the city of Karachi. 
The low rate of expenditure is clearly, in this case, just one of—you 
set it up, you plan, you start ordering stuff and a year and a half 
from then the stuff starts to move. 


INTERCOLLEGE EXCHANGE 

Mr. Passman. I will now take up project No. 9: Intercollege ex- 
change. You refer to the financial status of December 31, 1954. 
It appears from this report that the obligations in the original agree- 
ment, fiscal year 1953, were $300,000. Supplemental agreement, 
June, 1953, $500,000. June, 1954, $1,737,000, or a total of $2,537,000. 
Against this agreement, expenditures as of December 31, 1954 
amounted to only $65,781. 

Mr. Cannina. This one, as you may recall, shall I say in the 
spring of 1954, became a matter of importance to FOA to push ahead. 
The program had been talked about for a good while, to line up land 
grant colleges and other colleges in our general technical cooperation 
efforts. In the case of Pakistan we had been planning, as indicated 
by a $300,000 and the later a $500,000 obligatioa in the fiscal year 
1953, to go ahead with one of these programs, but not on quite such 
an ambitious scale. However, it began to develop that it would be 
desirable to have about five American universities associated with 
Pakistan universities, and it was also thought desirable to set these 
things up in 3-year contracts. 
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As you know, universities have very burdensome administratiye 
problems, and it is very difficult to schedule any sizable program of 
this sort for a university unless you can fund it for a year, 2 years, or 
3 years ahead of time. The object, therefore, was to do that, and we W@ Ide 
signed up contracts with Washington State College, Colorado A. and ture 
M., Wharton School of Business Administration, and Texas A. and prol 
M., and this vear we signed a contract with New Mexico A. and \. ag 
However, again, it has been thought possible to keep the expenditures 


the 
agel 


up with the contracts signing, but on the other hand, having signed \ 
the contract, you have people moving out there and you have the as | 
equipment for libraries, and so forth, coming through. net 
Mr. Seacer. This is asimportant as any program we have in Paki- anc 
stan. It is perhaps the most importand of all. Perhaps the most ma 
important of these is the contract we have out in east Pakistan, where a ¢ 
conditions were highly deplorable. There was a good deal of political wh 
unrest and a great “deal of unemployment and thus the need for educ ‘a- day 
tion was imperative. College contracts have been distributed over fist 
Pakistan evenly. They are not concentrated in the capital area. are 
They are in the areas of Lahore and Peshawar, as well as Dacea in he} 
east Pakistan. It was very difficult to get these projects rolling, but fol 
once we had our teachers out there and the projects began to function, 
it was probably as useful a job as anything we are doing i in the field dif 
of technical cooperation. In 
th 
VILLAGE AGRICULTURAL-INDUSTRIAL DEVELOPMENT PROGRAM ni 
Ps 


Mr. Passman. We will now take up project No. 1: Village agri- 
cultural-industrial development program. I understand this program 
was entered into for the purpose of demonstrating in eight training 
centers various activities and techniques leading to better village 
development. 

The original contract was entered into in the fiscal year 1952. It p 
was for $2.200,000. A supplemental agreement, April ‘1, 1953, added 
$437,500. Then you had a deobligation i in the amount of $150,000, 7 
leaving for the agreement $2,587,500. To date there has been only 
$622,449 in expenditures. 3] 

Mr. Seacer. Mr. Canning may be able to give you an explanation. 

Mr. Passman. This may help you in explaining it. With regard t] 
to project No. 1, the original agreement obligation was on June 30, 

1952. I guess hat was the last day you could ‘obligate it. It appears 1 
that it has been carried over every year since. 

Mr. Canninc. The fiscal year 1952 program is characterized, 
generally speaking, by the criticism which you mentioned off the 
record. I will say that is the case. 

Mr. PassMan. It was a comment. 

Mr. CanninG. I am sure some people will be critical of it. In fact, 
this same subject has been discussed before. Continuing from that 
point, the community development program, if anything, is somewhat 
more difficult to assess the true needs on than in the case of India. 
The Government of Pakistan does not have the resources that the 
Government of India has. and as a result, is somewhat slower in 
arranging itself and getting organized. . I think it is fair to say that the 
program is a little broader in s¢ ‘ope than simply assisting the formation : 
or construction of eight training centers, and it does pull in parts of | 
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ihe Health Ministry, Agricultural Ministry, the cottage industry 
wency of the Government, and funds are intended for that use. 

I might say further, with respect to the December 31, 1954, figure, 
[do not have the exact figure with me, but I believe that the expendi- 
ture figure is rather higher than as shown here, and that progress has 
probably been a little bit more optimistic. 

Mr. Passman. Did you state a moment ago that we had entered 
into these contracts prior to the time the country could meet its share? 

Mr. Canninea. I would not say we had done it prior to that, but 
as was brought out this morning, we have a case where there was a 
need, and still to a certain degree this same need continues to exist 
and to get this kind of broad-scale fundamental approach across in 
many undeveloped countries, the United States has had to give aid 
a decided shove. Therefore, the $2,300,000 is apparently “beyond 
what was needed in the fiscal year 1952, having obligated on the last 
day of 1952. But it served its purpose, and as you will note, the 
fiscal year 1952 obligation was only one-fifth of that amount and we 
are coming a lot closer to judging the true needs. We come down 
here and we note there is $150,000 deobligated. It was reprogramed 
for matching for the signing of intercollege exchange contracts. 

Mr. Seager. May I comment on this? You have a conspicuous 
difference between this kind of work in India and in Pakistan. In 
India, you have an enlightened leadership, which has developed in 
the years since independence, and you have a higher degree of tech- 
nical proficiency, by and large, among the Indians than you find in 
Pakistan. 

Our work in India was started some time ago by the Indian Govern- 
ment and has largely taken root. In Pakistan we have to exercise a 
much more varied degree of leadership and exercise far more guidane e 
than we do in India. So the process of getting these very important 
projects rolling in different parts of the country is a very slow one in 
Pakistan, slower than in India. In India, you have something in full 
flower, something that is traveling fast across the length and breadth 
of the country. Tn Pakistan, they have scarcely gotten off the ground. 

Mr, PassMan. With regard to some of these projects handled, we 
shall say, on a matching basis, could it be that we are a little hasty in 
firming UP our share of it and obligating the funds before the country 
that we are trying to help can come up with their part of the funds? 

\[r. SEAGER. L do not think that you would regard it as being hasty. 
Take the case of East Pakistan. There was much unrest there among 
a population that had been torn away from their homes. There was 
unemployment, there was need to get something rolling as fast as 
possible at the village level. 

Now, if it had been in India, you would have there a readiness that 
was not apparent in Pakistan. We knew the need existed. We had 
to give them the aid. Conditions were far worse in Pakistan than 
they were across the border. 

Mr. PassMan. In some instances after you firm up the program you 
have to wait until that country is financially able to put up the funds; 
do you not? 

Mr. Murpny. That was not the case here because, as I recall 
particularly in 1952, the need was recognized by the Pakistani. The 
money was on the line, their contribution, but they had overjudged 
their ability to organize and get the thing under way rapidly. The 
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delay was not in putting up money, but in getting the thing organized 
and under way. The money was right there from the day we met and 
signed the agreement. 

Mr. PassmMan. I can understand that our money was available. 
Did they have theirs? 

Mr. Murpuy. They had theirs. They committed themselves a; 
the same time, and as I recall the 1952 program, they committed 
themselves for one dollar worth of rupees for every dollar we committed 
ourselves for. 

Mr. Passman. On this particular agreement where you entered 
into an obligation and marked it up on June 30, 1952, in the amount 
of $2,300,000, how much longer do you have to carry that as obligated 
before you knew whether or not the Pakistan Government would 
put up their share in this project and get under way? 

Mr. Murpny. They have put up their money already. The delays 
were in getting organized. 

Mr. PassmMan. Where did they put the money? 

Mr. Murpny. In a bank in Pakistan labeled for this purpose. 
They committed themselves just as firmly for their rupees as we did 
for our dollars, but the delay encountered was in getting their adminis- 
trative machinery in operation to cope with the situation. It was 
not a delay in financing. 


CONSTRUCTION OF FERTILIZER FACTORIES 


Mr. PassmMAn. We will not take up project No. 7, the construction 
of a fertilizer factory in Pakistan. It appears from the report that the 
original agreement and supplemental agreement, total United States 
dollars, amounted to $10,500,000. Expenditures to date, $3,691,000. 
Would that indicate that the fertilizer factory is now under construc- 
tion? 

Mr. Murpay. It definitely is. A Belgian firm is building that 
factory, Mr. Chairman, and it is moving along pretty fast now. There 
again the contract negotiations between the Pakistan Government 
and the Belgium firm were very protracted, much more lengthy than 
we had expected in the beginning, and it reflects the same inability 
on the part of the Pakistan Government back in 1952 to get organized 
and get their administrative machinery ready to really get the job 
under way. 

Mr. PassMAn. Has it been firmed up now? 

Mr. Mourpny. It has. 

Mr. PassMan. Is it actually under construction? 

Mr. Mourpary. It is well under construction. 

Mr. SreaGcer. I visited the project last fall and it was in a fairly 
advanced stage of construction. 

Mr. PassmMan. Mr. Gary, we are under technical cooperation cover- 
ing the four nations outlined on page 196. 


FUNDS USED FOR TECHNICAL ASSISTANCE AND FOR SUPPLIES 


Mr. Gary. Under the technical cooperation program, what percent- 
age of the funds that we contribute are being used for technical assist- 
ance and what percentage for supplies? 

Mr. Seager. The across-the-board ratio is generally about 1 in 4 
with the exception of India where the ratio of supplies to the cost of 
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technicians is very much higher. There is a very good reason for that. 
The agricultural and other technical services extend throughout the 
community-development areas. That community development pro- 
gram, bei nationwide, affecting the 29 states of India, requires the 
provision of supplies for all the States. You cannot shift your supplies 
from one State to another, or from one community development 
project to another, as your demonstration is completed, or as your 
training is done. In other words, it is a simultaneous program cover- 
ing a large area. 

In all of these communities and development centers, each center 
wants to make progress as fast as its neighbor. So your supply 
component under those circumstances is a much higher one than it 
would be in a smaller country like Jordan in the Near East, or Lebanon, 
where a certain amount of supplies would be enough to cover a project 
in the entire country. Here you have numerous States, just like they 
were countries in one geographic area. 

Mr. Murpuy. Afghanistan has $2 million for technical cooperation; 
$208,000 is supposed to go for supplies and equipment. 

In Nepal, out of $1 million for technical cooperation, $458,000 is 
supposed to go for supplies and equipment. 

In Pakistan, out of $9 million for technical cooperation, $3,051,000 
is to go for supplies and equipment. 

In India you have this $15 million program and $9,200,000 is for 
supplies and equipment, so your ratio appears higher there, but for 
the reasons that Mr. Seager indicated. 

Mr. ALLEN. I might comment on that. I was in Nepal about a 
year and a half ago and saw our technicians working there. We had 
a very good technician on the malaria control. He was in a remote 
area, and while he had in his brain the know-how to control malaria, 
there was very little he could do to project that to the Nepalese unless 
he had a lot of kerosene with which to make a demonstration project. 
He had one little microscope, and a lot of Nepalese who had never 
seen a microscope before were lined up to take a peek at it and see a 
malaria mosquito. It impressed me very much as to the need for 
many things in a very undeveloped country like Nepal before our 
technicians can put their ideas across. 

Mr. Seacer. I would like to add to my explanation on India, Mr. 
Gary, that the conspicuous feature of our technical-training program 
in India is the training of teachers and agricultural-extension workers 
to carry the work forward in those areas and in communities-develop- 
ment centers generally as they expand. It would be quite impossible 
for us to cover the country with American technicians. We have so 
far had a part in the training of six or seven thousand leaders in India. 
They go out, having learned from us what they can of our skills, 
taking that knowledge into these other communities and development 
areas. They need supplies. Our supplies are not only backing up 
the work our American technicians have done but they are backing up 
the work that Indian technicians are doing as the result of the training 
that we have given them, and that we are continuing to give them. 


TECHNICIANS 


Mr. Gary. Can you give us a 3- or 4-year table showing the number 
of technicians in each country, broken down into some sort of category 
as between agriculture and industry? 
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Mr. Murpuy. Our statistics, Mr. Gary, are improving every day, 
but they were not any good 5 years ago, or even 3 years ago, from the 
standpoint of the detailed use you have in mind. The best that we os 
can probably do, going back even 3 years, would be to give you the 
total numbers, but to try to divide them by fields of activity, we could 
not do that. We are doing that now, but we were not doing it 3 years 
ago. : 

Mr. Gary. Can you give it to us for the current year and the 
estimate for next year? the 

Mr. Murpnuy. Yes, I think that we can do it for 1955 and 1956 Ap 
for each country. ths 

Mr. Gary. Each country im the group. I suggest that you put it | 
in the record here. rat 

Mr. Murpny. Yes. 

Mr. Gary. I do not want too much detail. Just break it down in te¢ 
general classifications—agriculture, medical and industry, or some- ye 
thing of that kind. I would like to get some idea of how many tech- 
nitions you have over there and what they are doing. ar 

(The information may be found on p. 277.) th 

Mr. Gary. Do you have any difficulty now in securing the services 
of properly trained technicians to do this work? 

Mr. Seacur. That varies between countries. In India, you have Ol 
a fairly high degree of technical skill and receptivity, and they learn 
more quickly. In some other countries I would say it is more difficult as 
to find the right kind of opposite number who will learn as quickly yi 
as is the case in India. Dp 

Mr. Gary. I meant our technicians going over there; are you 
having any difficulty in recruiting the necessary technicians properly t| 
trained to carry on the work in the foreign countries? 

Mr. Seacer. We are getting them. It is not an easy matter. b 

Mr. Gary. But you are able to get them? 0 

Mr. Sracer. We are able to get them, and we are sending them out, 
as the figures will show, in increasing numbers. t 

Mr. Lanuam. Going back fo the way that you initiate these pro- 
grams in India and Pakistan, you spoke of a local board of some sort, I 
or planning council. How is that council set up? Does Nehru do t 
it? Do they do it from the top? 

Mr. Seacer. In India there is a National Planning Commission. 

Mr. ALtueN. There are five members of the Commission. It is an 
arm of the executive branch of the Government. It comes basically 
from the top; yes. 

Mr. LANHAM. After that Commission has decided upon the project, 
does Nehru endorse those himself? Are they referred to him? Does 
he have anything more to do with it at all? 

Mr. Auten. He always has the right to inject himself into any 

particular project. I know of sev eral that have been taken to him 
directly. Usually they go to him if there is any controversy at all. 
For example, you may have a controversy between the Federal 
Government and the engineers of the State government in which tube 
wells are to be drilled. Politics become involved. Whenever they 
are going to drill a wel , all the farmers around want the well drilled 
so the water will come first to them. Such things often get referred 
to Nehru, but not unless there is some controversy. 
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Mr. Lannam. They do in effect have approval from the very top 
level of the official man in India? 
Mr. ALLEN. Yes. 
INDIA 


OBLIGATIONS AND EXPENDITURES 


Mr. WiaGLteswortn. Looking at the India figure, am I correct 
that you are requesting $15 million, that you had unexpended as of 
April 30, $13,800,000, and that you had $1,900,000 unobligated as of 
that date? Are those figures right, Mr. Murphy? 

Mr. Murpny. No, sir. The unobligated figure was $1,500,000 
rather than $1,900,000. The unexpended figure is correct. 

Mr. Wiae_eswortH. How much did you actually expend for 
technical assistance in India in the fiscal year 1955 and in fiscal 
year 1954? 

Mr. Murpuy. I would have to compute that. In each year we 
are spending money from more than one account, and the figures 
that I have here just apply to the 1955 account. I would have to 
get information for you. 

Mr. Wie@LeswortH. Do you mean that technical assistance comes 
out of more than one account? 

Mr. Murpuy. There is a special appropriation for technical 
assistance, and this year in addition to spending out of the current 
year program we are ‘also paying out on obligations that were incurred 
prior to July 1 of this fiscal year in prior year programs. 

Mr. WicGLeswortu. They are all under technical cooperation, are 
they not? 

Mr. Murpuy. Yes, but each year is a separate program. It is a 
building block approach where each year’s program is superimposed 
on prior year programs. 

Mr. WieetEswortu. Do you not know how much you are going 
to spend for technical cooperation in the current fiscal year? 

Mr. Murpuy. As I say, I could compute it by taking the account for 
India for each of the years for which there is still unliquidated obliga- 
tions. 

Mr. WiaGLeswortH. You mean the request for the fiscal year 1956 
has no relation to what you actually spent in prior years? 

Mr. Murpny. Yes, it does, sir. 

Mr. WieeLteswortH. Then, you ought to know those figures 
With a request for $15 million it seems to me that you ought to have 
readily available what you have spent in 1955 and 1954. 

Mr. Murpuy. I agree. I do not happen to have them in that form. 

Mr. WiaGLeswortuH. Will you furnish the figures? 

Mr. Murpny. Yes. 

(The information follows:) 

Cumulative expenditures for technical cooperation in India as of April 30, 1955, 
were $88,500,000. 

SUPPLIES AND EQUIPMENT 


Mr. WiceLeswortu. I notice that you are going to spend 60 per- 
cent of your request in fiscal year 1956 for supplies and equipment. 
Is that going to continue in the future, or is that just a 1-year 
proposition? 
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Mr. Sracer. I would say, generally speaking, according to the Jj ,id | 
pattern of the community development program in India, that is 9 HJ» a 
trend that is likely to continue for some time, until that program has J hat 
affected the lives of more than the 50 or 60 million that have so far J gr 
been touched. It isa program that is peculiarly basic to the technica] 
cooperation concept, but as I pointed out to Mr. Gary, the problem JJ e1 
in India is a peculiar one because of the size of the country and the 
duplicating nature of these community development programs in the JJ jpcr 
various states. We 
ask 
RELATION OF PROGRAM TO BALANCE OF PAYMENTS they 
the 
staf 
Gov 


Mr. WicGLeswortu. I notice that you estimate an adverse balance 
of payments for India in 1956 of $51 million, and that you plan to 
make available $15 million in technical assistance and $70 million in 
developmental assistance, or $85 million, which would turn the adverse 
balance of payments into a favorable balance of $34 million. Is that 


~~ 


’ 

Us balance-of-payments situation influencing your decision as to the \ 
Ot amount to be made available, either for development assistance or § this 
«1 technical assistance? la 
O¢ Mr. Seacer. Our program is not developed on that basis. at { 
Je Mr. Ferris. The planning of the program in India is not based on \ 
-* the immediate balance of payments situation. The basic economic tio! 
4 factors that go into determining the size of a program are the total op! 
<1! requirements and the foreign exchange requirements for the first bue 
hs 5-year plan. The Indian Government has committed itself for } 
aC" $4,700 million in combined currencies to carry out this program, me 
Le: which continues through next March 31. That determines a rate of 
as expenditure in order to get a speeded up national development, and oth 
" this rate is much in excess of the current revenues to support it. No 
we Carrying out this internal economic development program requires me 
~* that there be an abnormally high volume of imports of machinery pu 
>* and other capital goods. As India speeds up its agricultural and tes 
+ industrial development, it naturally incurs a balance of payments th 
Ke deficit; this really reflects success in carrying out the 5-year plan. 

. th 
+ RELATION OF PROGRAM TO 5 YEAR PLAN su 
a: Mr. WiaecLeswortH. What relation has our contribution, either : 
-" in development assistance, or technical assistance, to the 5-year plan $1 

that you just referred to? 19 
Mr. Ferris. The relation is primarily this: Under the aid agree- 
ment with India, it is understood that the money from the United W 
States is to be spent on mutually agreed projects; that is, on projects L 
which the Indians request and which we consent to as being not al 


inconsistent with our own legislation and policies. As a matter of 
fact, ever since the beginning, India has requested projects whic h 
were, in general, small chunks of the 5-year plan. With regard to 
the tube-well project referred to this morning, for instance, the 5- year 
plan, at the time the 1952 program was negotiated, had in it 4 ,000 s\ 
tube wells. They asked us for 3,000. We ended up with 2,000. a 
The point is that the 2,000 tube wells in this project were a part of 
what the Indians had thought through and planned to do anyway in t 
their 5-year plan. Looking at the situation as a whole, United States ¢ 
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sid has increased the probablility of India’s carryimg its 5-year plan 
a successful conclusion. As of this time, the best estimates are 
that they will hit it across the board at about 85 percent of the 
targets. 

Mr. WiceGLeswortn. Is our contribution determined on that basis, 
io enable them to do that? 

Mr. Seacer. I should say not, sir, though it has that effect. It 
increases the probability they will not fail in their development plan. 
We are fortunate in India, I think, in that the aid projects that they 
ask for are not dreamed up out of thin air and ill conceived; instead, 
they are proposed from a background of information which enables 
the projects to be judged. The reason for this is that India has had 
staffs of technicians at work on this five-year plan in practically every 
Government agency. 


BASIS FOR ARRIVING AT ESTIMATES 


Mr. Wiaeiesworrn. I can understand the general principle, but 
this committee is primarily concerned with amounts with how much. 
lam trying to get at the yardstick or basis upon which you arrived 
at the figures that you are now submitting for approval. 

Mr. ALLEN. My understanding is that the total foreign contribu- 
tion to India’s development budget is about 10 percent. The devel- 
opment budget is aside from the regular operating budget. Of that 
budget, the foreign component is about 10 percent. 

Mr. WieGLeswortH. When you say “foreign component,”’ do you 
mean the United States? 

Mr. AttEN. American aid would be perhaps 8 percent of that. The 
other 2 percent would come from the Columbo plan and other aid. 
Norway has a small program of aid to India. The Norwegian Govern- 
ment and friends of India in Norway started a program through the 
public schools of sending Norwegian specialists to southern India to 
er them how to fish, and it is making a considerable impact down 
there. 

Mr. WigeLeswortH. Looking at this picture as a whole, it appears 
that the direct forces aid required is decreasing, that the defense- 
support requirement is decreasing, that development assistance is up 
alittle, but about the same as last year, but that technical assistance 
is rising very rapidly, from $108 million in the fiscal year 1954 to 
i million in the fiscal year 1955, to $172 million in the fiscal year 

56. 

I think that we ought to add $9,500,000 for the technical exchange 
work in Europe, which really brings that figure up to $181,500,000. 
Inotice the country programs in the area we are talking about increase 
about 50 percent. 


EXPENDITURES BY COUNTRY, 1954 AND 1955 


I wonder, Mr. Murphy, if you can take the table on page 12 of 
section 2 and indicate actual expenditures in 1954 and 1955 for each 
area, or better still, for each country. 

Mr. Morpny. Yes, I can prepare such a table, Mr. Wigglesworth, 
taking off from these figures on page 12 the current ones for technical 
cooperation. 

(The table may be found beginning on p. 30a.) 
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Mr. WiacGteswortu. Very well. It is very difficult to form any 
intelligent judgment as to the extent to which this work is justified 
You give us each year the number of technicians and contract service 
personnel and participants and so on, but there is nothing funda. 
mental presented as a basis for judging to what extent this program 
should be approved. 


BASIC JUSTIFICATION FOR PROGRAM IN INDIA 


I want to ask Mr. Allen one further question, coming back to the 
matter that we discussed this morning—India. 

I am going to put you in my position and assume that you are oy 
the floor of the House some days hence, explaining this bill to the 
House. We will assume that someone has offered an amendment to 
eliminate this $85 million for India on the ground that he is opposed to 
aid to a country that is not affirmatively with us, whose leader when 
he speaks or acts from time to time indicates that he is apparently 
actually against us, and that as a matter of policy the Member offering 
the amendment thinks the payment to India is ill advised. What is 
your response in defending the overall request for India? 

Mr. Auten. Mr. Wigglesworth, that is a basic question which goes 
to the heart of this whole thing. I am glad you put it so succine otly. 
Your question has been asked in the House Foreign Affairs Committee 
and in the Senate Foreign Relations Committee and on the floor of 
the Senate, and I expect that it may be asked on the floor of the 
House when the enabling legislation goes through and again when 
your report is made. 

Different persons may have different reasons for supporting a par- 
ticular program. My own basic approach is that our technical assist- 
ance and economic aid programs are in the national interest of the 
United States. 

Mr. WicGLeswortH. Why? 

Mr. ALLEN. Because it is unhealthy for the United States to live 
in a world where there are wide divergencies of standards of living 
between our own country and that of other countries. I do not favor 
a leveling down program by any means. Quite the contrary. I favor 
a policy of tr ying to do what we can to improve the standards of living 
in the free world so that these great differences that exist and which 
create bitterness and jealousy as long as they last will tend to be 
alleviated; at least we should show we are interested in helping to do 
something about the problems of underdeveloped countries. That 
reasoning applies to the whole aid program. I am well aware that a 
lot of countries need aid and that since we have a limited amount of 
money you may ask why we should give $85 million to India when 
the money could be advantageously used elsewhere. My position is 
this. There are two great undeveloped countries in the world, China 
and India, with almost half the world’s population. India is the only 
one not behind the Iron Curtain. A lot of attention is being paid to 
whether China is going to make progress faster than India, and vice 
versa. If somebody proposed on the floor that the $85 million for 
India be wiped out because we do not like what the Prime Minister 
signed at Moscow last week, he would be taking a rather heavy 
responsibility. He would be saying, in effect, wipe India off, India is 
gone. Ido not agree with that. 
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Mr. WicGLeswortu. What do you mean by “India is gone’’? 

Mr. ALLEN. India has gone to the other side. 

Mr. WiaGLeswortu. In other words, you think the action just 
siggested would tend to drive India to the arms of the Soviet while 
ye still have a chance? 

Mr. ALLEN. No, sir. I say that anyone who proposed eliminating 
this item would assume the attitude that India is finished as far as 
we are concerned. 

Mr. PassmMan. Will the gentleman yield? In the statement that 
you read this morning, quoting from Nehru, did he not state that if 
ve discontinued this, their policy and views and objectives would 
be the same? 

Mr. ALLEN. That is the statement he made. 

Mr. Passman. Evidently he did not mean what he was saying, if 
it would drive them behind the Iron Curtain if we did not allow this 
money. 

Mr. ALLEN. I am not saying that it would drive them behind the 
Iron Curtain. I say we would give up our efforts to help India, and 
if our energies and efforts were discontinued, there would be nothing 
io counteract the pulls in the other direction, and those pulls might 
be very serious, no matter whether Nehru or anybody else wanted to 
x that way or not. 

I have just been shown a statement made by Nehru on March 31 
of this year. 


The functioning of the Cominform is an interference in other countries’ affairs 
and is not compatible with the policies of noninterference. 


Nehru told the Indian Parliament on September 29, 1954: 


International communism has given rise to fears which cannot be ignored. 
The » fears arise not to the official activities of Communist governments but 
vhat they might do sub rosa through the activities of the Communist parties 
vhich seek to interfere with the internal affairs of the countries concerned. 

That is not a statment of a man who has signed up with Moscow. 

There are other statements which can be quoted. I cite this as a 
basis for judging that this is still an area we can work with. 

Furthermore, I do not want to cast any reflections on any other 
country, but dollar for dollar, I can support aid to India more en- 
thusiastically than for any other underdeveloped area I know anything 
about if the question of how the money will be spent is the criterion. 
India has a good development scheme, a going concern, good techni- 
cans and a good government organization which is trying to do some- 
thing about the standard of living of the people. 

There are many underdeveloped areas which we would like very 
much to help but which do not have enough substance to tie on to. 
No amount of dollars would improve the situation. You have to 
have something to work on, and you have that in India. 

Mr. WiaeLeswortH. When you revise your remarks if you care to 
amplify your answer I wish you would feel free to do so, because this 
is a question which I am sure will come up on the floor. 

Mr. Auten. Thank you, sir. 

Mr. Szacer. May I add a footnote to what the Secretary has 
so well stated? 

I think we ought to bear in mind that there is a show window of a 
kind being developed in Red China by totalitarian means, and there 
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is another kind of show window in the form of this development, M 
program in India, with specific reference, perhaps, to the communi; imp 
development area, which is moving forward in India. M 

The eyes of South Asia are focused on India. M 


We have associated ourselves with this and we are recognized adm erat 
having played our part in the development of such a show windoy N 
under a democratic form of government. that 


If the Indian experiment wins out and attracts more disciples tha)fm tha’ 
the Red Chinese show window, then I think we shall have been aby | th 
dantly satisfied with what we have done in India through our associa. nict 
tion with them in this work. it; 

I think that that is also something which might be brought out } 
when you are questioned on the floor, sir. any 

Mr. ALLEN. Let me make an additional statement right there. 

Soviet Russia is just starting a technical assistance program ing 0! | 
India. If they go Seva with the steel mill, they will have a con Pa 


he siderable economic assistance program in India. of | 
Ok _ They may learn some hard facts of life which they have not run ’ 
Be: into yot, Re pint | o 
ai” Radio Moscow has been indulging in the liberty of saying every to 
§¢: day that the United States is a wicked, imperialist country whic) ! 
O°. demands that anyone who takes aid from the United States muij m 
Ee stand up like a puppet and be counted. wa 
L oe When India starts taking Russian technical assistance and economic pr 
$ aid, will Nehru stop making statements about the activities of inter. | 
ef national communism? I doubt it, for if he does, he will be labeled pu 
So. a Soviet puppet. I don’t know whether Moscow will be able to takef if 

Jee criticism or not from a country which receives its aid. We can take 
=e. it, but I am not certain Moscow can. we 
a? Mr. Wiae.eswortnH. That is all, Mr. Chairman. no 
> EXTENSIVENESS OF PROGRAM IN INDIA ta 
as 


Mr. Forp. Is this aid and assistance which we have been giving in 
various forms to India pretty widespread throughout the entire 
geography, so to speak? 

Mr. Auten. Yes. A great effort has been made to spread it wf {| 
widely as possible through the different provinces. That createsfM ai 
difficulties on some occasions. Taking the community development | 
scheme as an example, it would be administratively and economically 
better to work in certain more developed areas and gradually go out 
to the lesser areas. But the other areas are demanding so much that @ fr 
the Government, for political reasons, cannot wait for some future@ [ 
time, so they have to make a showing in each province, or that par- 
ticular province will start complaining. A 

Mr. Forp. Has this deep-well project been limited geographically @ 
or is it widespread? A 

Mr. Aten. Actual sinking of the wells has been in 3 provinces— 
Punjab, Patiola, and the United Provinces. Those happen to be the p 
areas most adapted for the sinking of irrigation wells. 

On the other hand, the project mentioned a few minutes ago, of al 
experimental nature will extend to most of the provinces of India to | 
find out how best to utilize underground water supplies wherever | 
can be done. § 
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Mr. Forp. Within the last few months, as I understand it, a very 
important election was held in one of the provinces, Andhra? 

Mr. SeaGer. Yes. 

Mr. Forp. Was there any significant American aid program in op- 
eration in that province? 

Mr. ALLEN. We had the community development scheme going in 
that province and there is a big hydroelectric scheme which will affect 
that province. It will back up one of the biggest lakes in the world, 
[think. Enough evidence of American economic assistance and tech- 
nical cooperation was there to have the people thoroughly aware of 
it; yes. 

‘Mr. Forp. Would you say the existence of such an aid program had 
any significance in the results which took place in that election? 

Mr. ALLEN. I would, sir; I would say that the primary significance 
of the victory of the Congress Party was the fact that the Congress 
Party is making strenuous efforts to do something about low standards 
of living. 

To the extent to which the American aid program has contributed 
to that effort by the Government of India would determine the extent 
to which our participation could be said to have affected the elections. 

] think we would make a mistake, though, if we tried to claim too 
much. In order to achieve results in any of these programs, the best 
way is to encourage the peoples of the country to think that it is their 
program, that they are doing it. 

If they think somebody else is doing it for them, they don’t really 
put their shoulders to the wheel and throw themselves into it. But 
if they feel it is their project, they will work to make it succeed. 

That is what I meant this morning when I said that in my opinion 
we sometimes suffer from too much publicity about American eco- 
nomic assistance. 

Mr. Forp. Yet I recall this morning I believe you said, Mr. Secre- 
tary, that one of the first questions any new Ambassador to India is 
asked is how diligently he will seek American aid and assistance? 

Mr. ALLEN. That is correct. 

Mr. Forp. That is a little paradoxical; is it not? 

Mr. ALLEN. It does seem paradoxical, but there can be no doubt 
that the American Ambassador is watched to see whether he favors 
aid or not. At the same time, if the American Ambassador went 
about the country throwing out his chest saying, ‘‘Look what we have 
done here, here and here,’’ he would soon wear out his welcome. 

If he supports American assistance to India, he is regarded as 
friendly toward India. If he does not, he is thought of as not liking 
Indians very much. 

As regards individual projects, if he were to try to placard the 
American Government’s name on every dam or drainage ditch, he 
would create counterreaction, particularly on projects where the 
American contribution is relatively small. 

Mr. Forp. It would seem to me a little hard to rationalize that 
point of view if I were an Indian and I was honest with myself, but 
maybe I don’t understand their mental processes. 

Mr. AuuEeN. I think it perhaps comes from the fact that there are 
pros and cons in any Indian’s mind with regard to foreign assistance. 

The pro is that he would like to have it, both for the aid itself and 
as a demonstration that we respect him and desire his friendship. 
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On the other hand, nobody likes to feel he is living on someho 
else’s aid or that he cannot do things himself. So that is a drawback 
which tends to lessen somewhat the complete enthusiasm about foreion 
aid. We must emphasize the fact that we are helping India from , 
friendly desire to help the Indian people in their own great effor 

Mr. SeaGer. May I say that perhaps you have an element of tha 
philosophy in the community development program which has bee 
discussed this afternoon. 

While Indians recognize that the Government is interested in their 
welfare, the villager also recognizes that the Government will no‘ 
come in and do something for him until he has shown evidence of 
doing something for himself; in other words, with respect to the 
building of an access road and the making of a plan for the develop- 
ment of better housing in his village, a se chool, a community center, 
a well, and so forth, he appreciates that the Government will come 
along and furnish him with the supplies only as an adjunct to the 
work that he himself must first do. 


>» 


VARIATION BETWEEN JUSTIFICATION FOR AND ALLOCATION OF FUNDS, 
1955 


Mr. Forp. Mr. Murphy, do you recollect the amount which was 
justified before this subeommittee last year, for each of these country 
programs in Southeast Asia? 

Mr. Murpuy. No, I do not, not for each of them. I believe the 
figure last year for India, though, was $85 million, Mr. Ford. 

[ do not remember the country breakdown. 

Mr. Gary. The same as this year? 

Mr. Murpuy. That is correct. 

Mr. Forp. It is my recollection that there is some variation 
between what was justified or what was requested and what we now 
see in the amount allocated here for fiscal 1955. Is that a fair 
assumption? 

Mr. Murpny. It could very well be, Mr. Ford; yes. 

Mr. Forp. What is the justification for such variation, leaving out 
the factor that the Congress might have made certain deductions on 
its own? 

Mr. Murpny. I think the perfect example probably is the Pakistan 
case where I believe our proposed program last year for defense 
support was $20 million. I believe the figures now show it went 
way up over $60 million, and, as I mentioned before, they had a 
serious economic crisis in Pakistan. They sent the Heinz Committee 
out there to make a survey and they recommended a tremendous 
program, and in the final analysis, between the mutual security funds 
and Public Law 480, I think the program for fiscal 1955 went up over 
the $100 million mark. 

I think in addition to the 60 we have in here there are $45 million 
worth of Public Law 480 commodities. 

That came about because of the fact that when the Korean war 
drew to a close and prices came out from under the products Pakistan 
was exporting that she found herself in a serious economic crisis and 
it was more or less in terms of emergency aid. 

Mr. Seace_er. I think I could give you an illustration from the Indian 
program. In the early stages of that program we were associated 
with the Indians in the development of their first 5-year plan. 
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That first 5-year plan placed heavy emphasis on agricultural devel- 
opment. 

As that 5-year plan progressed with our support, it proved increas- 
ingly successful. I will admit that they were helped by two good 
monsoon years, 

As they exceeded their expectations of their first 5-year plan in the 
field of agriculture, they began to turn more toward the field of 
ndustry, Which was part of their planning for the second 5-year period. 

That necessitated our changing our emphasis along with them. 
\s agricultural goals were achieved it was inevitable, in order not to 
waste the money on a program which already was proving more than 

fruitful, that we should turn to the next type of program, the industrial 
si where they had scarcely made a beginning. 

Mr. Forp. Someone mentioned a few minutes ago when I initially 
asked the question that perhaps there might be some explanation in 
reference to the Pakistan program. Will someone explain the situa- 
tion there? 

Mr. Murpnuy. That is what I was talking about, where there 
was this tremendous drop in prices of their exports and we sent this 
survey mission out there to make an analysis of their economic situa- 
tion, and they came in with this recommendation for a greatly 
increased program on an emergency basis for Pakistan. 

Mr. Forp. In other words, the justifications which we have before 
us in reference to any one of these four countries are as firm as you 
can foresee currently? 

Mr. Seacer. Right. 

Mr. Forp. But circumstances may change during the period of 
iscal 1956 so that they might be completely revised? 

Mr. Murpuy. That is correct. In other words, this represents 
the distribution we would make today of the amount of money being 
requested for the area if we were to get it, and if the situation remains 
in a status quo. 

If there is a serious crisis in any of the countries between now and 
the time we get the money programed, we may very well have to 
adjust these figures to acoemeenacane that crisis. 

Mr. Forp. Suppose you had crisis in country X January 1? 
Where would vou get the money? 

Mr. Murpuy. That is a very aoe question, Mr. Ford, and I am 
glad vou asked it. 

We have this vear taken a new approach, and when we come to 
the other programs you will notice an item in which we request a 
contingency fund this year for $100 million. 

Heretofore, without such a fund, we have found it necessary to 
hold large amounts of mone v in reserve all through the first 6, 8, 10 
months of the year against the day when some serious crisis might 
present itself and require a large amount of money which we had not 
planned in a particular country. That held back the programing, 
planning, obligation and subobligation of the money which was in 
reserve. 

We are asking next year for $100 million so that we can keep that 
on ice and proceed with the programs which we have outlined in this 
book hoping to finance that kind of an emergency from the $100 
million special appropriation which we are requesting. 


= * = 


ms 


see ae 62 Om Ge & 





tmvaAOUcre 


a 
. 
% 
‘ 

Me 
7 
~ 
« 
a 


PTATUICL Hcy rye 


Ssewmewer es seh * 


= 


* SO see ee ebaert 


$F 


. 


wees _§ Benet 


' Bet 


344 


Mr. Passa avy. Is it not true under the authorizing legislation tha; 
transferability would make available those funds? 

Mr. Murpuy. That is one way of getting them, Mr. Chairmay. 
But, as you see, you have a program of $10 million for a country, 

If you are going to have to hold back until April or May of the year 
to be sure that some emergency is not going to hit you, you are going 
to have to keep part of that $10 million on ice right up until that point. 

Mr. PassMaNn. But the law will permit the transfer of 10 percent 
of the funds for a program to another program for any purpose? 

Mr. Murpny. Yes. 

Mr. PassMaN. Is it not true that you also have deobligations during 
the year, and those funds can be used in case of emergency? 

Mr. Murpuy. But a lot of those deobligations are deobligations in 
the technical sense only. 

Mr. PassMAN. In many instances, but you have instances where you 
deobligate and you do not reobligate but merely transfer to some 
other program which before that time could not be scheduled? 

Mr. Murpny. That is right. 

Mr. Passman. You have funds available from those two different 
sources in the event of emergency. 

Mr. Murpnuy. In the event of deobligation which represents a real 
saving there is no question about that. 

Mr. PassMaANn. But you have that type of deobligation which could 
be used in case of emergency? 

Mr. Murpuy. We had that kind this year, Mr. Chairman, yes. 

Mr. Forp. I think it is also fair to state that in the transferability 
provisions of the basic legislation you can transfer up to 10 percent 
from a program to another program, but you are also limited by the 
amount which you may transfer in. 

Mr. Murpnry. That is right. And, of course, the ability to apply 
that authority depends on your having the money in the place where 
you transfer it from, and if you operate under that system you cannot 
put the money to work early in the fiscal year. 

You have to continually hold a reserve in each appropriation 
against the possibility of such an emergency. 

Mr. Forp. This $100 million fund which you mentioned is appli- 
cable worldwide? 

Mr. Murpny. Yes, to be used for military or nonmilitary assistance 
in any area of the world pursuant to a Presidential determination. 

Mr. Forp. Public Law 480 has been discussed. Will you give a 
quick summary of that? 


DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Murpny. Public Law 480 was composed of three titles: 
Title I authorizing the Department of Agriculture to dispose of $700 
million worth of surplus agricultural commodities within the 3-year 
period starting with fiscal year 1955. 

The disposals had all to be in excess of normal marketings in the 
country concerned, sales for local currency, and the local currency 
had to be used for the purposes set out in section 104 of the Agri- 
cultural Trade Development Act. 
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Title II authorized the disposal of $300 million worth additional 
wplus agricultural commodities for the purposes of disaster relief, to 
Jieve famine or hardship as the result of earthquakes, floods, and so 
th, or bad droughts. That title is administered by FOA. 

To the extent that agricultural commodities are supplied under that 
itle they are given away. They are not sold. The mutual security 
ogram must finance the freight of the agricultural surpluses. 

The third title of the act was an authority which, as I recall, has 
0 limit on it for the donation of these agricultural surpluses to volun- 
ary agencies in the United States which could distribute them to 
heir own private programs again on a grant basis. There are no 
ales involved. 

Mr. Forp. How much in funds for services or supplies during fiscal 
955, over and above the direct obligational authority, was made avail- 
ble to FOA in fiseal 1955? 

Mr. Murpny. As a result of Public Law 480? 

Mr. Forp. Yes. 

Mr. Murpny. I don’t know, Mr. Ford. I will have to look it up. 
As a practical matter, from the standpoint of actual cash deposits, it 
has been limited because the program was slow getting under way. 
But there have been some shipped to Latin American countries in 
he form of agricultural surpluses, and there is a program for Japan 
yhich is only just being firmed up now which eventually will result 
n the deposit of yen, but as of today, we have received little or nothing. 
n the future we would expect there would be accruals. 

Mr. Forp. Can you supply country by country whatever has been 
pues under Public Law 480 and for what purpose it has been 
sed? 

Mr. Murpny. I can do that, Mr. Ford. 

There have been no deposits for FOA use, to date. 

(The information requested is as follows:) 
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Summary of programs, Public Law 480, fiscal year 1955 (see footnotes) 


{In millions of dollars] 


Title I! Title II? | Title III? 
ES re ‘= a , .3 $60.7 
Austria wiphends — shes basics ts 2.9 
Czechoslovakia ____- . 2.0 
UN ic ke Se ced 
France... ala : 
Germany (Federal Republic) 
Germany (Soviet occupied)... 
Hungary 
Italy (including Trieste) __- 
Spain 
United Kingdom__- 
Vepowewes.. «cn... 


Near East and Africa___... 


Egypt é ; 
Franch Morocco. -- 
Greece 

Iran_-- 

Israel____- 

Jordan_ 

ita cadids nde 
Tunisia _- 

Turkey -- 


Mme ee cocker 


China (Formosa) - 
Hong Kong-- 
India _ 
Japan..-__-_- 
Korea- 
Nepal.._. 
Pakistan 
Vietnam. - 
Latin America... - 


Argentina__- 
Bolivia__- 
Chile 
Guatemala. 
Haiti 
Honduras 
Peru 
Undistributed 


Grand total_ 


' Programs as of June 1, 1955, at market value plus transportation. 
? Programs as of May 31, 1955. 
31955 program (estimated). 


Mr. Forp. The point I get at is that in the justifications we hat 
last year before this subcommittee there were certain line items sé 
forth for each country. Public Law 480 was aimed at a supplemen! 
to those programs, and it was basically good legislation. 

I think the committee ought to know what has resulted from the 
application of that legislation concretely as far as programs ani 
countries are concerned. | 

Mr. Murpny. I have a table in my office which I would be gla‘ 
to insert in the record, Mr. Ford, which shows the total program fo! 
every country in the world through recent date under each of the 
three titles of Public Law 480. 

Mr. Forp. Make the record as expansive as you can and as defil- 
itive as you can. 

Mr. Murpuy. All right, sir. 
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Mr. Forp. It is also true, is it not, that the figures we are looking 
at here on these various pages for fiscal 1956 may be considerably 
varied by the application of Public Law 480? 

Mr. Murpuy. There will be additive amounts, there is no question, 
in some of these countries during fiscal 1956 under Public Law 480. 
| would have no idea which countries at this point. 

Mr. Forp. No one can forecast that. 

Mr. Murpnuy. That is right. But I am certain there will be sub- 
stantial programs. 

I think the programs in 1955 were about 400 million of the 700 
million, and in fiscal 1956 there may be a couple hundred million more. 
Just where it would fall I cannot say but definitely it will affect coun- 
tries in this presentation. 

Mr. Forp. It must be admitted that the increases, if any, will not 
be limited by the lack of available commodities in the United States? 

Mr. Murpuy. That is correct, sir. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. PassMANn. Thank you, gentlemen. 

That concludes the hearings on South Asia. 

We will ask the Secretary and the witnesses in for the Far East. 

Thank you very much, Mr. Allen. 


Monpay, JUNE 27, 1955. 
NONMILITARY ASSISTANCE IN FAR EAST 


WITNESSES 


HON. WALTER ROBERTSON, ASSISTANT SECRETARY OF STATE 
FOR FAR EASTERN AFFAIRS 

DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR 
EASTERN OPERATIONS, FOA 


FOREIGN OPERATIONS ADMINISTRATION 


JOHN E. MURPHY, CONTROLLER 

CLINTON MORRISON, DEPUTY REGIONAL DIRECTOR, OFFICE 
FAR EASTERN OPERATIONS 

MISS HELENE GRANBY, CHIEF, FAR EAST PROGRAM STAFF, 
OFFICE OF FAR EASTERN OPERATIONS 


DEPARTMENT OF STATE 


SAMUEL T. PARELMAN, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY, FAR EASTERN AFFAIRS 
PHILANDER P. CLAXTON, OFFICE OF CONGRESSIONAL RELATIONS 


Mr. PassmMan. We have with us now Mr. Walter Robertson, 
Assistant Secretary of State for Far Eastern Affairs, Dr. Raymond T. 
Moyer, Regional Director, Office of Far Eastern Operations, Foreign 
Operations Administration. 

The next item will be the Far East, direct forces support, defense 
support, development assistance, and technical cooperation, and we 
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will take them up by category as we did in the South Asia progray 
earlier today. 

Mr. Secretary, do you have a general statement you would like ; 
make, sir? 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF STATE FoR Fy 
EASTERN AFFAIRS 


Mr. Rosertson. Thank you, Mr. Chairman. I understand tha 
my role here today is to outline the policy objectives and policy 
justifications for this program; that witnesses from the Pentagon wil 
testify as to the military program and that Dr. Moyer of the FOA 
will testify as to the details of the economic program. 

I feel there is very little that I can tell this group with which yo 
are not already familiar. 

I believe you gentlemen will agree with me that these programs are 
necessary because the immediate threat to world peace and stability 
appears at this time as it did a year ago to be centered in Asia. 

Our objective is twofold—to reduce the menace and influence of 
communism and to prevent the further spread of Communist power 

We hope to do this by strengthening non-Communist countries of 
the area economically and militarily and encouraging closer coopera- 
tion between these nations and other nations of the free world. 

For the time being at least the military forces of aggression in Korea 
have been checked. The Geneva agreements have stopped the fight- 
ing in Indochina. There is a kind of de facto cease-fire in the Formosa 
Straits. 

But [ wish to emphasize that nothing has been settled. The Com- 
munists forces in all of these areas continue to present a serious threat, 

In Korea the Communists have repaired their airfields which they 
had a right to do under the armistice,. but they have also equipped 
them with modern aircraft which they had no right to do under the 
armistice and which is a flagrant violation of the armistice agreement. 

They have also brought in quantities of other combat equipment 
in violation of the armistice. 

In Vietnam, since the Geneva agreements, the Vietminh have in- 
creased their armed forces and have greatly increased their fire power. 

They have a well-equipped army there which has been brought up 
to some 350,000 men and been supplied with modern equipment, also 
in violation of the Geneva agreements. 

On the mainland of China the Communists are continuing a feverish 
buildup of airfields that will accommodate jet fighters, and p. o. |. and 
other strategic materials are being rushed in by land and sea. 

So I want to repeat that nothing has been settled there in any area 
of past or threatened conflict. 

In addition Red China, like a giant octopus, has tentacles of infil 
tration and subversion reaching into every country of Asia. 

It seems to me, and I believe it will seem to you, that whatever our 
pressures here at home, we cannot afford to let down either our own 
guard nor cease striving to strengthen other nations in their efforts 
to preserve their independence. 

] am sure you will also agree that a free Asia is essential to our owl 
security. They have large populations, large resources, but more 
than that, their military-strategic significance derives from ther 
location along the perimeter of Communist power. 
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These countries include many relatively new countries which are 
a arly vulnerable to Communist expansion, either by overt 

soression or by internal subversion. 

“They also include the island chain which constitutes our line : 
Jefense in the Pacific and the mainland areas which lie astride the a 
and sea communications between the Pacific, South Asia, and Europe 

Sizable local armed forces are required to maintain not only the 
internal security of these countries but also as a first line of abies 
fom outside aggression. 

In some instances, as in Korea, local forces represent a very power- 
fy] deterrent to Communist aggression in other areas. 

For instance, in Korea there are some 700,000 anti-Communist 
forces. In Formosa there are some three to four hundred thousand of 

ntif(Communist forces. That is over 1 million men trained and 
squipped by us constituting a tremendous factor in the balance of 

military power in Asia. 

The Communists will think a long time before they will start an 
aggression in Southeast Asia, for instance, with these two armies 
opposing them across the Formosa Straits and in Korea. 

So these forces are not only to protect their respective countries 
uit they also serve as a deterrent to Communist aggression in other 
areas, and are a tremendous factor in maintaining the balance of 
military power in Asia. 

In most instances, as in the ease of these two countries, the forces 
required are larger than the resources of these countries can possibly 
support. That is true in most instances, and that is the reason why, 
io a greater or lesser degree, where we have military assistance, we 
have these programs of direct forces support, and defense support 
One type is economic and the other is military. 

Communism may not be caused by political instability and eco- 
homie weakness and social upheaval, but surely it is powerfully 
nourished by these conditions. It can gain ground by exploiting 
such conditions, just as surely as it can by military conquest. 

We believe it to be in our own security interests as well as to the 
interests of these beneficiaries that we assist them in this critical 
period, both economically and politically. 

In moving ahead we must have patience and understanding of the 
peoples concerned, their aspirations, and their history. 

When we remember the principles upon, which our own country was 
founded I think we can in good conscience support nationalism and 
ilign ourselves with these Asiatics in their desire to attain and main- 
tan their freedom and independence. 

The peoples of Asia, as in this country and the rest of the world, leng 
for peace. They long for a release from tension and from the gnaw ing 
ear of another world war. 

It is my earnest conviction that peace can be preserved in the world 
only through strength and patience, and aaelaain on the part of the 
ehemy that our powder is kept dry. 

I would be glad, gentlemen, to answer any questions 

Mr. PassMan. Thank you, Mr. Secretary. 

(Discussion off the record.) 

Mr. Passman. We will be happy to hear from Dr. Raymond T, 
Moyer, 
lave vou a statement? 
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GENERAL STATEMENT OF REGIONAL Director For Far East Forricy 
OpERATIONS ADMINISTRATION 


Mr. Moyer. I will be glad to file my statement and then start as 
you suggested. 

The funds requested are on page 196; in summary. I would like to 
make a few general comments and then start with my statement. 

Mr. PassMAN. Proceed in your own way. 

(The statement is as follows:) 


STATEMENT TO THE House APPROPRIATIONS COMMITTEE ON FiscaL Yrar 1956 
Economic PRoGRAMS PROPOSED FOR THE Far East BY RAYMOND T. Moyer. 
REGIONAL Director FoR Far East FOREIGN OPERATIONS ADMINISTRATION 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
make a brief statement with respect to the economic programs proposed for assist- 
ance in the Far East. 

By the Far East, I should perhaps make clear, there is meant the region extend- 
ing from Japan and Korea on the one side around southeast Asia to Burma on the 
other. This region includes, in addition to those countries, the Republic of China 
on Formosa, the Philippines, the three Indochina States of Vietnam, Cambodia 
and Laos, Thailand, and Indonesia, but not India, Pakistan and beyond. 


I, SUMMARY OF FISCAL YEAR 1956 PROPOSALS 


I would suggest referring to page 196 of volume 2, part 1, of the presentation 
book, where, in the lower half of the table, there is a summary of the assistance 
recommended for enconomic programs in the Far East, for the fiscal year 1956, 
under the three broad categories of direct forces support, defense support, and 
technical cooperation. 

You will note it is reeommended that a total of $1,070 million be approved for 
programs in 9 countries of this region. This is about $128 million less than the 
total of $1,198.3 million allotted to similar types of programs in the Far Hast for 
obligation during the current year. 

Out of the total of $1,070 million, $987 million, or 92 percent, is for the countries 
around the periphery of Communist China which are supporting large armed 
forces—Korea, Formosa, Vietnam, Cambodia, and Laos. Eight percent, or $83 
million, is recommended for programs in the remaining countries—the Philippines, 
Thailand, Indonesia, and Japan. 

As you also will note, it is recommended that 7 of these 9 countries receive direct 
forces support, defense support, and technical cooperation forms of assistance. 
For two of them, Indonesia and Japan, technical cooperation programs only are 
recommended. 

By categories, the amounts recommended are: for direct forces support, $265.7 
million; for defense support, $764.8 million; and for technical cooperation, $39.5 
million. 

Individually, for these countries, the figures are: for China (Formosa), $102 
million; for Indonesia, $8 million; for Japan, $1 million; for Korea, $460 million; 
for the Philippines, $28.5 million; for Thailand, $45.5 million; and for Cambodia, 
Laos, and Vietnam combined, $425 million. 


II. THE FISCAL YEAR 1955 PROGRAM 


Before getting into the details concerning these proposals for fiscal year 1956, 
the committee might be interested in a brief report on what we have done with 
the funds made available for obligation during the current year, that is, for fiscal 
year 1955. 

I have prepared a table which I have here, showing how these funds have been 
distributed among the individual countries. In the first column of this table 
you will see, by country, the amounts recommended for approvriation by the 
Congress. In the second column you will find the amounts initially allocated 
by the executive branch of the Government ovt of funds actually appropriated 
by the Congress. In the third column are given the amounts finally approved 
for each of these countries. 

In the third column you will note that the amount has been increased quite 
substantially in certain cases. I would like to explain these increases. [0 
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general, they were made necessary by changes in the situation which occurred 
after these programs were presented to the Congress a year ago, particularly as 
a result of the Indochina settlement reached at Geneva. In the case of the 
three states of Vietnam, Cambodia, and Laos, the separation of Vietnam resulted 
in a very large flow of refugees into South Vietnam, creating an unexpected 
burden Which the Vietnam Government was unable to bear. Full independence, 
furthermore, thrust directly on these states the burden of supporting large armed 
forces for Which they lacked sufficient resources. The amounts allocated to these 
countries represent the minimum which it was believed was necessary to help 
meet this situatior. 

You also will notice the large increase in Thailand, from around $5 million to 
over $46 million. Disturbed conditions in the states of Indochina to the north 
and increased danger of subversion from within, accentuated after the Geneva 
settlement, required Thailand to strengthen its defense forces and its internal 
situation. To help do this, direct forces support and defense support assistance 
were added. The Philippines also took additional steps to strengthen their 
national army, and $9.5 million for direct forces support was added to build 
barracks for a training center and construct an airfield. 

Increased tensions in the Formosa Strait called for additional measures to 
strengthen the armed forces of the Chinese Government on the island of Formosa. 
A supplemental $48 million was made available for that purpose, of which $6 
million Was added to direct forces support. The balance is being used to help 
carry out a program to retire disabled and overaged personnel from the armed 
forces and replace them with young recruits. After a very intensive study of the 
needs in Korea, $39.8 million in defense support was added to the Korea program, 
to help keep inflation under control and proceed with reconstruction. 

Of the total amount made available for obligation in these programs during 
fiscal vear 1955, it is expected that all will be obligated except possibly minor 
sums in a few countries, and a maximum of $25 million in the 2 countries of 
Cambodia and Laos. Because we are still studying the needs in the light of 
changing circumstances in these two countries, we considered it prudent not to 
obligate all the available funds for support of their armed forces until those 
studies are completed. We are asking, therefore, that the unobligated amounts 
be carried over for obligation in fiscal year 1956. 

On the expenditure side, out of a cumulative total of approximately $3 billion 
of non- MDAP assistance made available to these countries under mutual security 
and predecessor programs, from 1951 through 1955, we now estimate that the 
unexpended balance on June 30, 1955, will be in the neighborhood of $1 billion. 
This represents approximately the amount now obligated in 1 year. In certain 
countries, of Which Thailand is an outstanding example, the large amount in the 
pipeline is due to the big increase in the program during the last 4 months of the 
fiseal vear. For the region as a whole, this size of pipeline is about what nor- 
mally is to be expected in this kind of a program, considering the time lag after 
appropriations before the obligation of funds can be begun, the need to time 
arrivals of raw materials and consumer goods in an orderly fashion, the detailed 
engineering work that has to be done before construction can be initiated, and 
the lead time often involved in the procurement of industrial and related forms 
of equipment. 

This committee quite properly wishes to know why, in the light of an unex- 
pended balance of this magnitude, it still is necessary to appropriate for obligation 
during fiscal vear 1956 the funds that are recommended. Why is it not possible 
to live for a year on the goods and services still to be provided out of the funds 
already available? 

In answering that question, I am making two basic assumptions: (1) That 
the United States will continue to assist the countries of this region in meeting 
the kinds of »roblems at which present programs are directed, and (2) that the 
situation in the Far East will no change materially for the better during fiscal 
year 1956, reducing the seriousness of these problems and thereby making it 
possible substantially to reduce the level of aid. 

If those assumptions are accepted, one important part of the answer to the 
question is that the circumstances are such that it is necessary to maintain a 
Steady continuous flow of many of the items in the pipeline. Textile mills are 
geared to continuous production and need a regular supply of cotton; people 
must have foodstuffs such as wheat throughout the year; and the armed forces 
need an assured steady supply of gasoline. Moreover, in most countries, storage 
capacities for such items are limited, making it impossible to provide against 
needs very far into the future. Therefore, unless arrivals are timed to meet 
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demands, the equipping and training of armed forces are slowed down, mills y 
close, goods will become scarce, hoarding begins, and the danger of inflatin, 
seriously increases. If the assumption is that the program now is to be brough; 
to an end, the country would have to make whatever adjustment it can to syeh 
facts. If the program is to continue, the only sound way to handle assistane, 
under the existing circumstances, is to keep putting into the pipeline the required 
commodities in a steady flow, so timed as to meet the needs in an orderly manner 
and on a continuing basis. And that requires a continuing supplv of funds. 

The situation in the case of capital equipment is somewhat different, in thay 
these projects relate to production in the future. Cutting off aid for a vear to 
projects of this kind, therefore, would not immediately affect the economic 
situation. It would, however, delay, by that much, progress in building up the 
countrv’s own basic economic strength. This, in turn, would postpone achieve. 
ment of the country’s increased capacity for self-support, thereby adding to the 
amount of assistance required of the United States in the end. 

That covers the economic side. In the present situation, as I am sure Seeretan 
Robertson would agree, any plan to suspend aid also would have serious politica] 
repercussions affecting free world interests in the Far East. Such repercussions, 
I believe, would be felt as much from abandoning assistance to longer-term devel- 
opment projects as to other forms of aid, since doing that would be regarded as 
an indication of lack of faith on the part of the United States in the future of a 
country 


< 


Ill. THE PROPOSED FISCAL YEAR 1956 PROGRAMS, BY COUNTRY 


Now, I would like to turn to the illustrative programs provosed for the fiscal 
year 1956, by country. As tie figires show, tie recommendations vary greatly 
from country t» country, both in tie scope of assistance recommended and in the 
magnitudes. Therefore, while I will take uv thes2 countries generally in th 
order in which they appear in the Presentation Book, I will group them to some 
extent, taking up together those that in general are similar. 

1. China (Formosa), $102 million 

Starting with China, on Fermesa, the amount proposed for fiscal vear 1956 is 
$102 million. This comrares with about $137.6 million for fiscal vear 1955 
inclucing the supplemental program of $48 million to which I have referre’. 

Of this amount, a total of $37 million is reeommende’ for direct forces support, 
which is $6 million above the fiscal year 1955 level. The fiscal year 1956 funds 
will provide an estimate $7.1 million for equipment to construct military facilities 
and $29.9 million for supplies to be use? by the armed forces. Of the latter 
amount, about $17 million is for agricultural commodities and petroleum products 
For the Cefense support category, $62 million is recommenced. An estimated 
$37.3 million of this amount will be required to finance imports of salable com- 
mocities, largely raw cotton, wheat, soybeans and machinery parts. Apnproxi- 
mately 45 percent of the local currency Cerived from their sale is expected to he 
used for support of the military forces, the balance going to economic projects 
including those under the Joint Commission on Rural Reconstruction (JCRR 
The remaining dollar funcs in this category, $24.7 million, are provi’ed to financ 
equipment for projects evpancing power, industry and agriculture, that ar 
aime? at building up a greater capacity for self support 

In the technical cooperation compore >t, continuing support is to be provided 
to tte JCRR program. Provision also is ma’e for continuation of the contract 
services of an American engineering firm, and for the continue? services of United 
States technicians in the fields of technical and community education, health, 
labor, and public administration. 
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2. Korea, $460 million 

In Korea, direct forces support was provided last vear for the most part out 
of funds appropriated directly to the Devartment of Defense. For fiscal year 
1956, funds for this type of assistance are incluce’? in the mutual security program 
The fiscal vear 1956 proposals for Korea also include for the first time a senarati 
technical cooperation component. For these several purposes a total of 460 
million is reeommended, as compare with a total of $498.5 million for similar 
purposes last year, including $19 million in new and reappropriated funds as the 
United States contribution to UNKRA. 

The $180 million requested for direct forces support will be used to import 
aviation gasoline, lubricating oils, motor-vehicle parts, construction materials 
raw cotton, clothing, and wheat. This sum does not cover the cost of some 20 
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30 percent of the ROK requirements for those types of items which it is now 
believed. can be procured within Korea, and which it is assumed the ROK Govern- 
ment itself will be able to finance without serious inflation. 

Of the $272 million requested for cdeferse support, it is estimated that $177 
million will be required to fins ince imports of salable commodities to meet con- 
sumer Cemands and keep down inflation. The balance, $95 million, is provided 
to finance the dollar cost of the capital investment component of the program, 
ypon Which Cepend the reconstruction and development of Korea. The hwan 

erived from the $177 million to be spent on imported salable commodities is 
eX] xpected to be divided about equally between support to the military forces and 
projects in the development component of this program. The major items in the 
development component incluce $20 million to finance a second fertilizer factory ; 
approximately $22 million for the manors ent of railway facilities; and $8.4 
million to rehabilitate a thermal powerpl: unt and improve power transmission 
systems. An item of $6 million will be made available to private enterprise for 
the procurement of industrial equipment, mainly for small manufacturing in- 
lustries. 


Cambodia, Laos, and Vietnam, $425 million 


The eg proposed for obligation curing fiscal year 1956 for the 3 states of 
Can ibodia, Laos, and Vietnam, combined, is $425 million. It is also requested 


iat authority be granted to carry over for obligation in fiscal year 1956 such funds 

1 the fiseal year 1955 programs for these countries as are not obligated. within 
fiscal year 1955, estimated to be a maximum of $25 million. For comparison, the 
mount made available for these programs in fiscal year 1955 totals $473.4 
million. 

Of this amount, $38.2 million is recommended for direct forces support, to im- 
port non-MDAP items going directly for the use of the armed forces of the 3 
states. The much larger amount, a total of $379.3 million, is reeommended for 
lefense support. This represents approximately one-half of the amount recom- 
mended for defense support in the whole of the Far Hast. Of this total, $241.8 

llion will be used in ways providing local currency to be applied to the internal 
ost of maintaining the armed forces of the three states. The resettlement of 
efugees and of displaced persons in South Vietnam is estimated to require an 
idcitional $47 million, largely in loeal currency. Approximately $31 million is 
Pron iced to finance the dollar costs of equipment for joint-use projects, and for 

her projects helping to build up basic economic strength and meet the needs of 
yey The balance will finance the import of salable commodities to pro- 
e local currency support to such projects. 

The Philippines, $28,500,000 

The program in the Philippines emphasizes technical cooperation, but funds 
also are included for direct forces support and a significant program of defense 
support. For the total program, $28.5 million is requested for fiscal year 1956, 
as compared with about $29 million in fiscal year 1955 for the same general 
purpos s, 

Of the total recommended, $2.3 million is included for direct forces support, 
to finance the dollar cost of a camp and training area, helping the Philippines 
take the next step in a plan to strengthen its national army, initiated during 
fiscal year 1955. 

Th: item of $19.7 million for defens> support is a vital part of our assistance 

helping that country to bear the costs of its defens? forcos, to meet the throat of 
internal subversion, and to achieve the national strongth and dignity which will 
secure for its p ‘ople the blessings of liberty and peace, issuing in a bottor life. 
Of this amount, $4.7 million is required to provide local currency support for 

nilitary projects receiving dollar assistance? under the direct forces support cate- 
gory. That leaves $15 million, which will be used to help the Philippines to 
nereas? and diversify agricultural and industrial production, and to expand 
health and educational programs. Some $7 million of this amount will be devoted 
to a particularly significant project encouraging local private investment in the 
small industry field, by making dollar funds available to import machinery and 
juipment. 

The nonmilitary aspects of this program, combined with technical cooperation, 
provide a good illustration of what is being done constructively through programs 
inthe Far East bringing benefits to the peoy ys : die Sex *y can sec, feel, and taste, 
ind giving them a tangible basis for hope. - President Magsaysay, a vigor- 
us program to accomplish this has been und: abit as an essential part of his 
successful program dealing with the threat of internal subversion. In this pro- 
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gram he has encouraged a nationwide effort improving roads, drilling wells to 
provide safe drinking water, organizing farmer’s cooperatives, and eliminating 
malaria. A particularly important project in this effort is his self-help commy. 
nity development program, in which people in the barrios are being aided py 
technical advice and material assistance to organize and work out projects to 
help themselves. The fiscal year 1956 program provides for continuing assistaneo 
to these kinds of programs. 


§. Thailand, $45,500,000 


In Thailand, for fiscal year 1956, a total of $45.5 million is requested in direct 
forces support, defense support, and technical cooperation. This provides 
assistance to a program continuing along the lines established during fiscal year 
1955, for which a total of about $46.6 million has been allocated. 

Of the total recommended for fiscal year 1956, $8.2 million is provided for 
direct forces support: equipment for military bases and training centers, raw 
materials and equipment needed in the local manufacture of ammunition and 
repair of military equipment, and supplies, including petroleum products for 
which $3 million of the total will be used. 

The $31.8 million reconmended for defense support will provide continuing 
assistance to Thailand’s efforts to strengthen its armed forces and guard against 
internal subversion. Approximately $9 million of this amount is earmarked to 
meet the dollar cost of equipment and services for joint-use projects, largely 
telecommunications, highway construction, harbors and airfield improvement. 
The balance, $22.7 million, will finance the import of salable commodities to 
provide local currency assistance, helping to meet the internal costs of projects 
receiving dollar assistance in this program, including direct forces support projects 
which will require $6.8 million of this amount. 


6. Indonesia, $8 million 


For Indonesia, a total of $8 million is proposed for fiscal year 1956, in technical 
cooperation. This compares with a total of $7 million made available to Indonesia 
for fiscal year 1955. 

Over the past vear and a half it has been increasingly recognized, both by us 
and the Indonesians, that the program receiving our assistance in Indonesia 
should be reviewed in an attempt to concentrate on a smaller number of projects, 
in which a more significant contribution would be made. In line with this prin- 
ciple, the funds recommended for fiscal year 1956 will be concentrated on four 
major lines of activitv: technical education; the diversification and expansion of 
agricultural and industrial production; the improvement of health; and public 
administration. For projects under these 4 categories it is estimated that there 
will be required, respectively, $1,215,000, $4,800,000, $460,000, and $1,385,000 
T e balance, of $140,000, is provided to meet the technical support cost of our 
mission in Indonesia. 


7. Japan, $1 million 

For Japan, in fiscal year 1956, $1 million is reeommended in support of a pro- 
ductivity center established by private enterprise with the approval of the Govern- 
ment. The fiscal year 1956 funds will continue assistance to this center initiated 
in fiscal vear 1955, for which the United States provided $500,000. 

The purpose of this center is to carry out technical assistance and training 
activities helping Japan to take fundamental measures to meet its serious basic 
economic problems, through increasing the efficiency of its production. United 
States assistance to this program will be spent mainly in financing the cost of 
specialists sent to Japan, and of teams of Japanese sent to the United States to 
study improvements in engineering, design, marketing, management, and labor 
relations. Some attention also will be given to agricultural methods, research 
and education. For these purposes it is estimated that $855,000 will be required. 
A total of $145,000 is budgeted to provide supplies and equipment in support of 
this project. 

Mr. Chairman, that concludes my prepared statement. I should be very glad 
to try to answer any questions. 


Mr. Moyer. I would like to point out several general things about 
what you see here. The total amount, as in the column on the right, 
is $1,070 million. That is about $128 million less than the amount 
for the same types of programs in fiscal year 1955. 

Secondly, still looking at the column on the right, I would like to 
point out the great variety in the amounts requested by country: for 
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China it is $102 million, for Indonesia $8 million, Japan $1 million, 
or Korea $460 million, for the Philippines $28.5 million, for Thailand 
345.5 million, and for the 3 States of Cambodia, Laos, and Vietnam 
combined it is $425 million. 

Thirdly, I would like to emphasize the point that Secretary Rob- 
ertson has made. Of this total amount, $987 million is for the coun- 
tries around the periphery of Communist China which are supporting 
large armed forces, Korea, China on Formosa, Cambodia, Laos, and 
Vietnam. Only $83 million, or 8 percent of the total, is for the 
remaining countries of Indonesia, Japan, Philippines, and Thailand. 

I would like to mention, also, that 7 of thse 9 countries are recom- 
mended to receive all 3 of these forms of assistance, direct forces 
support, defense support, and technical cooperation. 

Two of them, Indonesia and Japan, are recommended for technical 
cooperation only. 

With those general statements, Mr. Chairman, I think I might just 
start with these broad categories, first with direct forces support, 
taking it up by country, and then proceed across this table. 

Mr. Gary. You mentioned seven countries. I notice in the table 
you have three of them combined, Cambodia, Laos, and Vietnam. I 
assume you were treating them separately when you named the seven. 

Mr. Moyer. Yes, sir; on a classified basis. We felt it better for the 
unclassified presentation to treat them together. I have the informa- 
tion separately and I would be happy to discuss them in that manner. 


EXPENDITURES AND OBLIGATIONS 


Mr. WiaGLeswortu. I wonder if we can have an overall unex- 
pended balance figure and an overall unobligated balance figure as of 
June 30, 1955? 

Mr. PassMAN. Yes. 

I wonder if you can tell us this: 

Take the Far East. You are requesting for direct forces support for 
fiscal year 1956, $265,700,000. What did you have for the same area 
last year under the same program? 

Mr. Murpnuy. $296.5 million for direct forces support. 

Mr. PassmMan. What were the unobligated funds as of April 30? 

Mr. Murpuy. $30.1 million unobligated. 

Mr. PassmMan. What amount was unexpended as of April 30? 

Mr. Murpuy. $244 million unexpended on April 30. 

Mr. Passman. Making the total unexpended and unobligated bal- 
ances what amount? 

Mr. Murpny. $274 million. Unexpended includes unobligated, 
Mr. Chairman. 

Mr. Passman. All right. 

Mr. Murpny. $244, including $30 million. 

Mr. PassMANn. That doesn’t include previous years? 

Mr. Murpuy. No, sir. 

Mr. Passman. Could you give us the total in the unobligated and 
wnexpended balances for the total program for all the years? 

Mr. Murpuy. The unobligated would be the same as for this year, 
Mr. Chairman. It would be $30.1 million. I cannot give you the 
unexpended for all previous years. I don’t have it here. 
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Mr. Passman. Will you furnish the committee with tha 
information? 

Mr. Murpuy. Yes, sir. 

(The information requested is as follows:) 

The unexpended balance of direct forces support for the Far East as of April 30, 
1955, is $333,500,000. 

Mr. WiaciteswortaH. Are you going to take these by categories? 

Mr. PassMan. Yes. 


Direct Forces Support 


Mr. Gary. Doctor, I wonder if you can give us an outline of what 
this $265,700,000 would be spent for? 

Mr. Moyer. You will notice first of all that the amount is shown 
in the column on the left, by country. Of this total amount, $37 
million is for China on Formosa, $180 million for Korea, $2.3 million 
for the Philippines, $8.2 million for Thailand, and $38.2 million for 
the 3 states. 

I would be glad to take it up by country if you would desire that, 


Mr. Gary. All right. 


CHINA 


Mr. Moyer. Suppose we start with China. I might mention that 
under direct forces support there are two general types of expendi- 
tures running through these countries. 

One is for equipment to be procured abroad to construct military | 
facilities, such as airfields, barracks, naval bases, facilities entirely 


for the use of military forces. 

The second is for non-MDAP types of items used by the forces 
directly, such as foodstuffs, uniforms, and a wide variety of com- 
modities. 

Getting now to China, of this $37 million, for facilities construction 
$7.1 million is recommended. 

For supplies $29.9 million is recommended. 

Of the supplies which go into this $29.9 million, agricultural com- 
modities, cotton, wheat and soybeans largely, cotton for uniforms and 
wheat and soybeans for foodstuffs, take $9,670,000. 

Petroleum products, another large individual item—that is lubricat- 
ing oils, gasoline, et cetera, for tanks, airplanes and trucks, in the 
military forces—require $7,745,000. 

Then there is a whole group of miscellaneous products, medicinal and 
a lot of other things, for which they require $8,525,000; and, on 
for machinery and vehicles—trucks, various kinds of electrical 
other equipment that are used, not MDAP—$3,960,000. 

That is the general breakdown of the amount requested for China. 

I might mention that these figures are worked out, first of all, by 
our military mission. This is true of all the countries. 

General Chase has been in charge of the military mission there. 
He and his group have worked out what they need for this sort 
of thing. 

They check it with the economic mission to see if there is any 
overlapping, if there is anything requested that is being procured 
out of the local budget. Then the figures are sent to Washington for 


further review. Eventually the amounts recommended are arrived at. 
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There is nothing in Indonesia. 
The next country listed here is Korea 


DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Forp. I am not entirely clear as to some of the factual informa- 
tion given on page 253 of volume 2. 

It might be well for Dr. Moyer to take that sheet, which I assume 
vill be applicable to each of the other countries where the facts are 
reasonakly similar? 

Mr. Moyer. That is right. 

Mr. Forp. As I understand the total proposed for fiscal 1956 is 
102 million. Is that correct? 

Mr. Moyer. Yes. 

Mr. Forp. Of which none is of a loan category? 

Mr. Moysgr. That is right. 

Mr. Forv. However, under surplus sales, surplus agricultural com- 
modities, sales to C hina are $40 million, sales proceeds program to 
China is $40 million? 

Mr. Moyer. That is correct. 

Mr. Forp. What do you mean by that? 

Mr. Morr. I have just been talking about a $29.9 million item 
in the DFS category for commodities. When I get to defense support 
we will find another $37.3 item for commodities. Those 2 total around 
$67 million. 

Out of that total $67 million we will procure $40 million worth of 
agricultural commodities. 

\fr. Forp. American agricultural commodities which are in surplus? 

Mr. Moyer. Yes, sir. We are able to do that because they need 
cotton. and they need wheat flour, they need soy beans, and so on 

This much we get out of our agricultural sur pluses. 

Mr. Forp. Which you buy from Commodity Credit? 

Mr. Moyer. And reimburse. 

Mr. Murpuy. Distribution of that $40 million, Mr. Ford, is shown 
below. The $10 million and $30 million is a distribution of the $40 
million as to which appropriation is to be used in financing this. 

$10 million is in direct forces support, to be used for surpluses, and 
$30 million of defense support funds. 

ir. PassMan. Continue, Mr. Gary. 

Mr. Gary. On page 262—— 

Mr. Moyer. At the top of that page you will find the $40 million 
figure. It is on the right hand side, and we are talking about the 
fiscal year 1956 program. 

You will see defense support and direct forces support, two columns 
there. 

We have used 30 and 10. Those are round figures. These figures 
are a little bit one way or the other but they are approximately those 
figures, 

Here you get the breakdown as to the kinds of agricultural commod- 
ities they are. 

We have bread grains, wheat or wheat flour, $10 million. 

There is a large item of cotton, $15 million, which goes into this 
program. 
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You have dairy products, a small amount, and then fats and oils 
That is largely soybeans or soybean products, around $14 million. 

Mr. Gary. Your total was $99 million as compared with $109 
million, but the former does not include the technical cooperation? 

Mr. Moyer. That is right. 

Mr. Gary. The table on page 262 does not include the $3 million? 

Mr. Moyer. Yes, sir. 


BASIS FOR ARRIVAL AT OVERALL FIGURE 


Mr. WiaeLteswortH. Generally speaking how do you arrive at the 
overall figuré? 

Mr. Moyer. We start first of all with an examination of the govern- 
ment budgets, and of what they need. I might say that our MAAG 
mission, on the military side, where so much of the expenditures go, 
have been able to establish a very fine relationship with the Chinese 
Government, and they study the military budget and also study the 
total needs. 

Out of that they draw conclusions as to what we need to do by way 
of supporting the military effort, and I should point out that this means 
not only the direct forces support, we have been talking about, but 
also local currency support of the military budget. 

Then on the civilian side our mission examines the budget. The 
Chinese Government has been cooperative. They go through the 
same process. 

Likewise they examine the import requirements—for the mills, for 
instance, how much cotton will be required to meet the normal needs, 
how much will be required in the way of petroleum products, and so on 
down the line. 

We get, of course, the recommendations of the Chinese Government 
and these are discussed with them. 

At the end our team, under the leadership of the Ambassador, 
makes recommendations as to what they think it all adds up to. 

Mr. Wiceteswortn. Is the objective a balanced budget or a 
favorable balance of payments? What is the objective? 

Mr. Moyer. It is both, sir. In a situation like this, as Secretary 
Robertson pointed out, these countries, Formosa as an example, have 
forces beyond their capacity to support. 

That means their internal budget as well. So you can start from 
one side or the other. 

It happens in Formosa the two requirements are pretty well bal- 
anced. It happens that the commodities that are required just about 
equal the dollar equivalent of the amount that is needed for budgetary 
support. 

But both factors enter into it. This is not like in Europe, a strictly 
balance-of-payments proposition. It cannot be under these conditions. 

Mr. Passman. Mr. Gary? 

Mr. Gary. Is it not true that about the only equipment and sup- 
plies which the Chinese Army on Formosa has have been furnished 
them by the United States? 

Mr. Moyer. A very large part. I am not quite sure how much. 

Earlier, of course, before our military programs began, they used to 
squeeze out something from their own foreign exchange and they used 
their reserves. But that is on the military side. I am not entirely 
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familiar with the facts, but I do know a large part of it comes out of 
our military program, if not the entire amount. 

Mr. Gary. I was on Formosa about 3 years ago and I didn’t see 
any equipment which had not been furnised by the United States. 

\(r. Moyer. I think that is correct. 

Mr. Gary. My impression was that Chiang’s army would be 
practically importent without the help of the United States. 

Colonel Critz. We have not only what we put in through MDAP 
but also that put in immediately following World War II as excess 
and also as lend-lease, and those other various projects. That is 
correct, sir. 

Mr. Gary. And they were still hollering for hardware. They said 
that was the one thing they needed above every thing else. 

Colonel Crirz. Yes, sir. 

Mr. WieeLeswortuH. I notice the estimated unfavorable trade 
balance amounts to $109 million, and that is just about what you 
plan to put in here in one way or another? 

Mr. Moyer. Yes, sir. That is definitely taken into account. But, 
as | say, neither can we neglect the internal situation. 


DISPOSAL OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Forp. Turning back, if I might, to page 253, where you have 
$40 million in sales in fiscal 1956 of agricultural commodities to China, 
is that separate from or part of the Public Law 480? 

Mr. Moyer. Separate from. This is part of the Mutual Security 
Act. 

It is not Public Law 480. 

It just happens that the situation is such that instead of paying 
dollars for other things we are able to draw on our stocks of agricul- 
tural surplus commodities to this extent, and a very substantial part of 
the Formosa program is financed out of agricultural surplus com- 
modities. 

Mr. Passman. Mr. Wigglesworth, have you further questions on 
direct forces support? 

Mr. Wiae.eswortnH. I thought we were going through all of the 
items. I have nothing further so far as China is concerned. 


KoreEA 


Mr. Moyer. I might turn to Korea next. The overall table ap- 
pears on page 285, the nex country in which there is a direct forces 
support component. 

I ought to mention here that this is the first year in which we are 
programing direct forces support for Korea in the mutual security 
program. Until now this item has largely been provided directly 
out of the budget of the Department of Defense, following the war 
in Korea. Now, with a gradually normalized situation it is being 
made part of this program as in other countries. 

The amount recommended in direct forces support for Korea is 
= million, and that compares with a total for last year of $218.5 
million. 

One reason for this lower figure is the assumption that the Govern- 
ment of Korea will be able to provide somewhere between 20 and 30 





360 


percent of the total requirements for this type of item out of its own 
production and without causing too serious an inflation. That is ono 
of the major factors behind this lower amount. 


OBLIGATIONS AND EXPENDITURES 


Mr. Passman. What is the unobligated amount for this particular 
project? 

Mr. Murpuy. On this one I can give you virtually nothing. 

Mr. Passman. Can you tell us the unexpended balances 

Mr. Murpny. Let me explain why, if I may. 

This $218.5 million w hich you see in the 1955 column for Korea 
for direct forces support is composed of $189.6 million of Department 
of the Army money, and $28.9 million which came from MSP. 

We know that of the $28.9 million the obligations on April 30 
were $7.1 million, and expenditures were $4.3 million. 

We do not know the exact status of the $189.6 million which th 
Army is providing because they are providing that in accounts whic, 
do not separately throw out Korea figures. 

Mr. PassMAn. There is no way for the committee to know 
amount of unexpended funds you have in this particular category { 
Korea? 

Mr. Murpny. That is correct. We tried to find out from th 
Department of the Army how much of the $189.6 million was obligate 
and expended. They explained their accounts were set up in a wa) 
that Korea would get one of the items going against their overall 
account. They knew that is what they had programed. They wer 
confident they would supply it because it was programed on the basis 
of real need, but their accounting setup was such they could not say : 
of any given time how much had been obligated or expended. 

Mr. Passman. There is no w ay for us to get that information? 

Mr. Murpuy. I doubt it. 

Colonel Napier. In terms of scheduled deliveries to the Republic of 
Korea, this stuff is either already delivered or there to be handed to 
them. By September 30 of this year all but about $10 million will be 
handed over to them. That $10 million is mostly in terms of con- 
struction which is scheduled and begun but certain materials will not 
be delivered until a bit later. 

So that money is in effect extended and used, either in their hands 
or on their way to them. 

Mr. Passman. We know it is obligated. We are trying to arrive 
at the unexpended balance so we will know what is in the pipeline. 

Colonel Napier. There is no unexpended balance there practically, 
because the materials have been procured; they have been delivered 
to the ROK, or they are in the pipeline process of going to the ROK 

A recent report from the responsible commander out there shows 
that with the exception of $10 million, principally construction, by 
the end of September of this year the Republic of Korea forces will 
have been furnished and will have consumed all of this direct forces 
support. 
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STATUS OF UNKRA 


Mr. Gary. What has happened to the joint program, Dr. Moyer: 
Mr. Moyer. The joint Commission on Rural Reconstruction’ 
You mean in Korea? 
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Mr. Gary. Yes. 

Mr. Moyer. The organization you are familiar with still obtains. 
It is still a military theater, and therefore overall responsibility resides 
in the overall military commander, who is the commander in chief in 
Tokyo. This was General Taylor, who just returned. General 
Lemnitzer now is in charge. 

In Korea, of course, the UNKRA part gradually is phasing out and 
a lot of the activities specifically under the civilian relief in Korea, 
Army activities, also now are no lenger necessary. They were to a 
considerable extent relief in nature and we are passing out of that 
ase. 

But the chief of the mission there still is a coordinator and he 
coordinates the various activities, so that the basic structure still 
remains. 

Mr. Gary. Are you requesting any contribution to UNKRA 
this time? 

Mr. Moyer. No, sir. 

Mr. Gary. wee much did we give to UNKRA altogether? 

Mr. Muppny. In fiscal year 1955 it was $19 million and in fiscal 
vear 1954 it was $23,153,000. That is a total of about $42 million in 
the 2 years. 

What it was before fiscal year 1954 I do not know. 

Mr. Moyer. I have around $42 million. 

Mr. Forp. If I might suggest, Mr. Chairman, we ought to have the 
latest up to date information in chart form for UNKRA. 

Mr. Gary. I would think so. 

Mr. Rospertson. | think you will find that our original pledge to 
UNKRA in Korea was $165 million. 

Mr. Gary. That was my recollection. I had that in mind. 

Mr. Rosertson. For the entire period. 

Mr. Gary. But did we actually appropriate all of it? 

Mr. Ropgrtson. No, the Congress has appropriated a total of $93 
million for United States contributions to UNKRA. 

Mr. Forp. May we also have in chart form contributions by the 
other countries who were participating? 

Mr. Murpny. I will give you a similar table. 

(The information will be supplied to the committee.) 

Mr. Gary. Off the record. 

(Discussion held off the record.) 

Mr. Passman. If you can give us the same information that appears 
on the table that would be more desirable. 

Mr. Ropertson. Would you let me correct the figure on UNKRA., 
I think that our pledge was 65 percent of $250 million, which amount 
to $162,500,000, and we appropriated approximately 60 percent of 
this amount. I do not know exactly what the amount was we did 
not appropriate. 

Mr. Moyer. I find here in my notes some spec am information. 
We pledged $162,500,000. As of February 28, 1955, UNKRA had 
received a total of approximately $127 million hor a large number 
of governments. They had received only $127 million in total, so in 
line with this 65 percent, approximately, the United States as of that 
time had contributed $84 million of the total amount. 

“ys Rosertson. I think you will find our partners did not do as 
well as we. 
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Mr. Gary. What is the reason for UNKRA going out of th 
picture? 

Mr. Rosertson. When we sought appropriations from Congres 
we stated that the United States share of UNKRA contributions 
would not exceed 65 percent of the total. For the past two years we 
have had difficulty in persuading other nations to contribute, and iy 
fact the United States contributions exceeded somewhat the 63 
percent share. After considerable negotiation with the United 
Kingdom, the other major contributor, we persuaded the United 
Kingdom to make a contribution in excess of the original pledge 
we in turn made an $8 million additional payment. The United 
Kingdom agreed on the condition that this would be the final con- 
tribution. There was therefore no alternative, in the absence of 
other contributions and in the light of our 65 percent limitation, but 
to agree that an orderly liquidation of UNKRA should follow. 

Mr. Gary. Frankly, I think you will find that is very agreeable to 
this committee. We have never been too sold on UNKRA., | 
remember that we had quite a discussion over that appropriation each 
time the question came up. We did not feel the other countries were 
making a comparative contribution and we felt that if we were going 
to do the job we might as well do it ourselves and in our own way and 
have control over the funds rather than put the money up and have 
someone else spend it. 

Mr. PassmMan. At this point in the record, we will insert a table for 
all of the countries. 

(The information will be supplied to the committee.) 


STATUS OF FUNDS FOR DEFENSE SUPPORT 


Mr. Wiccieswortn. The total Korean program is $460 million? 

Mr. Moyer. Yes. 

Mr. WiacLeswortH. Can you give us a comparable figure for 1955? 

Mr. PassMan. I wanted to ask a question on the $272 million item 
for defense support. What did you have available for this program in 
the fiscal year 1955? 

Mr. Murpuy. $280 million. 

Mr. Passman. What is the unobligated balance as of the latest date? 

Mr. Murpuy. $53,600,000 as of April 30. 

Mr. Passman. Can you furnish us with the unexpended balance? 

Mr. Murpny. On that program, $214,500,000, but in addition there 
are unexpended balances in prior year programs, and I would like to 
have the privilege of inserting that in the record. 

Unexpended balance of defense support funds for Korea as of April 30, 1953, 
were $245,900,000. 

Mr. Gary. This table on page 294 covers the whole contributions 
to the Koreans with the exception of the technical cooperation? 

Mr. Murpny. That is correct. 

Mr. WiaeLteswortu. Looking at Korea here as a whole, there is 
$460 million requested for the fiscal year 1956. What is the compar- 
able figure for the fiscal year 1955? 

Mr. Murpny. $498,500,000. 

Mr. Moyer. That detail is on page 285. 
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STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. WigeLesworra. And you are going to give us the unobligated 
and unexpended balances for each of the three items? 

Mr. Murpny. | can give you that in total too if you would like. 
Unobligated on April 30, of the $489,500,000, $265 million. 

Expenditures against that total program as of April 30 amounted 
to $65,800,000, exclusive of the expenditures which the Department 
of the Army may have against its segment that we referred to a while 
ago, that $189,600,000 that the Army made available this vear. 

Mr. WiccGLEswortn. You mean you only spent roughly $70 million 
against $498 million that was available? 

“Mr. Murpnry. Except I do not know the expenditures against the 
$189 million that came from the Department of the Army. ~The vast 
bulk of that material will be delivered to Korea by September 30, 
but I have been unable to get an expenditure figure on it. Under 
the circumstances, I would think that there would be substantial 
expenditures against that $189 million, so the $65 million figure is 
not comparable to the $498 million. 

Mr. WiGGLeswortH. Can you give us a comparable figure? 

Mr. Murpuy. No, sir; I tried to get the expenditures. and obliga- 
tions against that $189 million plus, ‘but unsuc cessfully. 

Mr. WiaeGLeswortuH. There are three items in this program for 
Korea, $189 million for direct forces support, $272,000 for defense 
support, and $8 million for technical cooperation. 

Can you give us the unobligated balances for each of those three 
items? 

Mr. Murpnuy. No; I cannot for the reason I cannot get the com- 
parable figures for the Department of the Army’s contribution. 

Mr. WiaeLeswortH. Does that apply to all three items? 

Mr. Murpny. No, sir; that is applied to the direct forces support 
item. 

Mr. WiceLeswortnH. Can you give us the unobligated balances for 
the other two? 

Mr. Murpuy. In 1955 they were merged in one set of accounts, 
and they total $280 million that you see there. The obligations against 
that $280 million as of April 30, 1955, was $228,400,000 and expendi- 
tures had been $65,500,000. 

Mr. Passman. Are you carrying a reservation column in the non- 
military accounts? 

Mr. Murpuy. No; because we do not record reservations except in 
the military systems accounts. 

Mr. WiaeLeswortH. The sum total of $452 million, which is the 
total, less $8 million for technical cooperation, is broken down in 
terms of commodities in section 3, page 294 of volume 2. 

Mr. Murpuy. That is correct. 


OTHER COMMODITIES AND MISCELLANEOUS NONCLASSIFIED ITEMS 


Mr. WiaecLeswortn. I see that you have an item there, “other com- 
modities,” $18,800,000, and you have miscellaneous nonclassified items 
of $43,030,000. That is about $61,000,000 that is not specified in any 
way, 
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Mr. Murpuy. I know the $18,800,000 of agricultural commoditic 
is taken in the form of foodstuffs for troops. I do not know that wo 
have any specific detail on that. 

Mr. Moyer. You will notice, $18,800,000 to begin with is fog . 
stuffs, and I have a list here. This is a much greater variety thay 
they want in Formosa. The Korean troops have gotten used to some. 
what different rations. 

Biscuit ingredients, $4,600,000. 

Soyaeans, $5,700,000. 

Canned meats, $3,300,000. 

Mate rials for cans to provide canned goods in Korea, $4,100,000, 

Then there are two miscellaneous items totaling $1,100 000. That 
is the list. 

Mr. Wice.teswortn. This table is merely illustrative; is that right? 

an Moyer. Yes. This, however, is the list that was drawn up 

y the military people in Korea. 
vis. Wiac.iesworta. What is the item “miscellaneous and unclas- 
sified,” me 030? 

Mr. Moyer. You will notice that the majot part of that item is in 
the direct forces support, $37,400,000. I have the details on that. 
I do not have the full details, but I have a list of items that they 
expect to procure with this amount. It meludes various quarter- 
mester, chemical, engineering, medical, signal, ordnance supplies, 
demolition material, targets and target materials, cleaning and pre- 
serving materials, certain medical supplies, small tools, insecticides 
and spare parts for vehicles. That is the general list. 


TECHNICAL COOPERATION 


Mr. Wiacteswortu. What type of work are you going to do with 
$8 million for technical cooperation? 

Mr. Moyer. As has been pointed out, we did not have a separate 
technical cooperation component in fiscal year 1955. 

Mr. WiccLeswortnH. This is the first time it has appeared? 

Mr. Moyer. Yes. It does not mean this kind of activity was not 
carried out, because all the programs had this kind of an activity, but 
this year we are attempting to identify it separately. That will be 
spent approximately for participants, that is, for Koreans going abroad 
in agriculture, labor, health, public administration, and “other fields. 
About $1 million will be spent for that. Approximately $1,200,000 
will be spent for United States technicians going to Korea, ‘That is in 
all the fields except those such as transportation, industry, and mining. 
They are associated with other parts of the program. 


CONTRACT SERVICES 


Mr. WieeLteswortH. You have $2,500,000 in there for contract 
services—number of persons not available. 

Mr. Murpuy. The number is 163 persons. 

Mr. Moyer. Those are 2 types of contracts; 1 an engineering and 
advisory contract. With the situation in Korea now, they have a 
great need for engineering and advisory services, and it is hoped this 
group will advise the Korean Government and ‘also help in framing 
projects; and $1,500,000 is set aside for that purpose. 
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Then we are expecting to conclude a contract on vocational training 
with some polytechnic institute in this country for which $1 million 
is set aside with certain equipment that will go with it. That is where 
the bulk of that amount lies. 

Mr. WieeieswortuH. The balance is $3,200,000 for supplies and 
equipment. 

Mr. Moyer. Yes. 

Mr. WiecLeswortH. How much money, if any, are other nations 
contributing to this picture? 

Mr. Moyer. Officially only under UNKRA. 

Mr. WiaeteswortH. How much under UNKRA? 

Mr. Moyer. For 1956, zero. Nothing more is being contributed. 

Mr. WiaeLeswortH. You said UNKRA officially are there any 
other unofficial contributions? 

Mr. Moyer. There are a number of private organizations. There is 
the big American Korean Foundation, although I believe that is 
mainly United States funds. There is a small technical program under 
the United Nations, I believe, but that is not much. 

Mr. WieeteswortH. How much does that amount to? 

Mr. Moyer. I would be glad to supply that figure for the record. 

Mr. WiaGLeswortuH. Please supply both the private figure and the 
United Nations figure for the record. 

Mr. Moyer. Yes. 

(The information will be supplied to the committee.) 


CRIK PROGRAM 


Mr. Forp. Is there any CRIK program administered by FOA, o1 


the Army or both? 

Mr. Moyer. Colonel Napier is the representative of the Depart- 
ment of the Army that handles that. May I call on him to answer 
that question? 

Colonel Narprer. The CRIK program was administered by the 
Department of the Army, by the commander in the field under the 
supervision of the Department of the Army, from funds handed to the 
Department of the Army for that purpose and the appropriations 
went to the FOA. That program has in effect been concluded. 
There is no provision for the continuation, as I understand, of such 
a program past this year. 

Mr. Forp. At the end of the fiscal year 1955 CRIK as such under 
the Army expired? 

Colonel Napier. That is right. Their funds were on the basis of 
the fiscal year 1955 and they were for relicf items—grain, principally. 
The need for that program has pretty much passed. It can be taken 
up in other ways and there will be no continuation of the program. 

Mr. Forp. Are there any military personnel currently assigned to 
CRIK, or whatever you want to call it? 

Colonel Naprer. CRIK was not an organization in the sense of 
being staffed with personnel; it was carr ied on by the Korean Civil 
Assistance Command which had other functions. It was to support 
logistically with personnel and otherwise certain facets of the defense 
support or economic program. The Korean Civil Assistance Com- 
mand is rapidly being phased out, as rapidly as the people who are 
performing these various logistical functions for the economic program 
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over there can be replaced with civilians. It is the hope of the Depart. 
ment of the Army by March of this next year it will be no longe 
necessary to support those military bodies with the economic phases of 
this program. 

STATUS OF UNKRA 


Mr. Forp. When will UNKRA, as such, with all of its adminis. 
trative personnel, and so forth, actually have the curtain drawn? 

Mr. Moyer. I would think by the end of 1957 perhaps in total. | 
do not think before. They have certain industries, such as the cement 
industry and the glass factory, that are just getting underway. | 
expect it will take about that long. 

Mr. Forp. What has happened to all those grandiose programs and 
plans that they contracted for and obtained, such as the Nathan 
report? 

ia. Moyer. I suppose that the Nathan report will be shelved. | 
know of no intention to go ahead planning on the basis of the Nathan 
report. Certainly we are not using it as a basis for any of our plans. 

Mr. Forp. We are going to get, as I understand, a chart showing 
pledges and contributions, and so forth, for UNKRA? 

Mr. Moyer. That is right. 

Mr. Forp. And the expenditures? 

Mr. Moyer. Right. 

Mr. Forp. For the various countries, and so forth? 

Mr. Moyer. Yes. 

Mr. Forp. Could we also have some statistical data showing th 
personnel history—the numbers for each of the years for UNKRA, 
what they are now, what they were last year and the year before. 

Mr. Moyer. We can easily get that. 

Mr. Forp. And the number of employees from each country so 
that we can see just what the picture is; primarily to see what has 
happened a year hence. 

Mr. Moyer. Yes. 

(The information will be supplied to the committee.) 


TNDONESIA 
TECHNICAL COOPERATION 


Mr. PassMan. You have a request for $8 million for technical 
cooperation for Indonesia. Have we had a program for Indonesia in 
the past? 

Mr. Murpny. Yes. In 1955 the total program was $7 million, 
which consisted of $5,700,000 for technical cooperation and $1,300,000 
for a large-scale malaria-control program in Indonesia. 

In the fiscal year 1954 we had a program of $3,900,000 for Indonesia 
in the field of technical cooperation. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. PassmMan. What do you show unexpended as of this time? 

Mr. Murpuy. On this year’s program, $7 million, the obligations as 
of April 30 amounted to $5,500,000, of which $500,000 has been 
expended to April 30. The unexpended balance of this year’s pro- 
gram therefore was $6,500,000 on April 30. 
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Mr. PassMAN. I am looking at one item for Indonesia, TAA-2630, 
issued June 24, 1952, $150,000. 

Unliquidated balance, March 31, 1955, $113,831.63. 

Mr. Moyer. I think I have a record of that. 

TAA No. 2630, June 24, 1952, $150,000: This is to provide for the 
support of a contract with the University of California, and that 
project is proceeding. In fact, it is very highly regarded in Indonesia. 
| personally had something to do with trying to nurse that one along, 
and I might mention that Vice President Nixon, when he was in 
Indonesia, took a personal interest in this, but it did not proceed very 
rapidly. There were a number of complications, both on the In- 
donesia and California side. Some of the members of the board of 
regents of California were rather loath to undertake this contract, and 
until we ironed out those difficulties, a good deal of time elapsed, but 
that contract is now going ahead. 

Mr. Passman. Through March 31, 1955, you had unobligated 
$168,350,000. 

Mr. Murpuy. There was an additional $10,000 paid out during the 
month of April. 

Mr. PassMaN. Here is another one for Indonesia, project advisory 
and consulting engineering services, TAA—4612, issued June 10, 1954, 
in the amount of $450,000. Liquidated, June 10, 1954 through 
March 31, 1955, zero. 

Mr. Moyrer. Yes. I can only explain that on the basis of a delay 
in billing, or of reporting an expenditure, because this contract also 
isin force. ‘There are 13 people now in Indonesia under the contract. 
It is in full operation. Why we have not received billings on it, I do 
not know. 

Formosa 


Mr. PassMAN. Very briefly we may discuss a project on Formosa, 
PA-84-3517. This PA was issued on September 4, 1952, for 
$1,500,000, and called for delivery starting September 30, 1952. 
Unliquidated balance at this time is $1,500,000, the same amount of 
the original PA. 

Mr. Moyrnr. I might mention that a little later there was a second 
PA also for aviation gasoline, originally valued at nearly $1,500,000, 
on which payments were made. 

Mr. Passman. I wonder if this is the one—PA-84-3535. This PA 
was issued on September 24, 1952, for $1,425,000, and called for 
delivery to be made by June 30, 1954. Unliquidated balance remains 
the same as the original PA of $1,425,000. 

Mr. Moyer. Yes; I have that. Again we have looked into this 
and our mission reports that deliveries on this item have been com- 
pleted. I might say that this authorization was issued to the Depart- 
ment of the Air Force for the procurement of aviation gasoline for the 
use of the Chinese Air Force. Apparently the Air Force has not 
billed us. They have proceeded with the procurement, and according 
to our information deliveries have been completed. 

Mr. Passman. Would that apply to PA843517? 

Mr. Murpny. Yes. 
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JAPAN 
TECHNICAL COOPERATION 


Mr. PassMan. We skipped over 1 other item here, technical coop. 
eration to Japan, $1 million. 

What do you have for that program for the fiscal year 1955? 

Mr. Murpuy. $500,000. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. PassMan. How much is the unexpended balance out of the 
$500,000. 

Mr. Murpuy. $400,000. Obligations on April 30 total $300,009 
and expenditures $100,000. This is the first program. 

Mr. PassmMan. You have expended only $100,000 out of the total 
$500,000 as of April 30? 

Mr. Murpuy. That is correct. 

Mr. Passman. Why are you asking for an additional $1 million 
this year when you have $400,000 unexpended out of an original 
$500,000? 

Mr. Moyer. The $500,000 requested for this year will go into teams 
coming to this country. One is already here and another one is 
about to leave. It will also go for commitments to personnel to go to 
Japan and other expenses connected with it. And in order to provide 
for continuity, and to carry forward a somewhat enlarged program 
next year, the additional $1 million is required. This is the first year 
We did not want to move too fast, and we requested what we thought 
was about the sum that would be adequate, but it would not be ade- 
quate for a program another year. 

Mr. Passman. Inasmuch as you have $500,000 for the fiscal year 
1955 and you have only expended 20 percent of it, or $100,000, why 
would you double the request for the fiscal year 1956? 

Mr. Moyer. What is the date of the expenditure? 

Mr. Murpuy. April 30, but I think the answer to that is in getting 
any technical cooperation program underway you have delays in 
negotiating agreements that you will not expect to repeat in subse- 
quent vears. Once you have an agreement and have established a 
program to work under and to operate under, you might expect the 
money in subsequent years to be less. 


NEED FOR INCREASE FOR 1956 


Mr. Passman. I think what the committee would like to know, 
inasmuch as they provided the funds for this program for fiscal year 
1955—and evidently you got all you asked for—is why you doubled 
the request for the fiscal year 1956. Is it necessary to increase the 
requests for these programs every year when the committee has 
allowed the full amount the year before? 

Mr. Moyer. No. This program did not get underway until 
around the first of this year. The man selected to head the mission, 
as I recall, left shortly before Christmas. There was the problem o! 
working out an agreement. The normal delay in starting took place. 
We think there was a reasonable amount for 1955, but to carry out a 
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similar program for the whole of 1956 we think requires twice that 
much. 

Mr. PassMaAn. A similar program, or a stepped-up program? 

Mr. Moyer. It will be stepped up slightly. Well, this is about 
half a year’s program. ‘The $500,000 is about a half- year program. 

Mr. Passman. Do you think this program would be greatly 
crippled if the committee should allow the amount you had last vear 
until you can get the program better organized inasmuch as you only 
spent $100, 000 out of the $500 ,000? 

Mr. Moyer. Yes, I think it would. This is the only aid that we 
are giving Japan. It is helping in a fundamental way. 

Mr. Passman. Only direct aid? 

Mr. Moyer. Only direct aid; you are correct. 

(Discussion off the record.) 

Mr. Ropertson. Could I make a comment on that? As Dr. Moyer 
said, that was a special allocation to get this program started. We 
feel it is an extremely important program. We had no previous 
appropriation for technical cooperation with Japan, but Japan is 
desperately in need of technical cooperation now. As a result of the 
war years her plants became obsolete. Her experts got out of touch 
with modern manufacturing methods, so they are under a considerable 
handicap industrially because of a lack of experts in training. 

The provision of $1 million for technical assistance to Japan will 
enable that Government to continue the recently established produc- 
tivity center. Although there is no direct economic assistance to 
Japan, we continue to be interested in helping Japan to develop 
a strong, viable economy. An economically strong Japan would 
contribute to the economic development of the entire Far East and 

provide another link in the free world’s chain of defense against 
( ommunist aggression. 

This is the kind of assistance upon which we will probably get our 
best return. We hope very much that you will not cut the amount. 
We are just getting it started and I believe that we will both need 
and utilize the full amount. 

Mr. Gary. I understand the table has been inserted, the breakdown 
table for each country. 

Mr. Murpny. Yes. 

Mr. Wiaca@LesworTu. Please give us the unobligated balances for 
each country. 

Mr. Passman. And the unexpended balances. 

Mr. Murpny. I have given you the unobligated balances as we 
have moved along. 

Mr. PassMaN. But the unexpended. 

Mr. Murpuy. On a cumulative basis? 

Mr. Gary. Will you give us a table in connection with this technical 
cooperation showing what percentage is to be used for personnel and 
what percentage for supplies, and also a breakdown of the personnel 
in technical cooperation. 

Mr. Moyer. May I mention that the first question is already 
‘overed in the table in the book? 

(The information may be found on p. 282) 
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EXCHANGE PROGRAM 


Mr. Forp. I gather that in this program for Japan you envisage 
bringing individuals to this country to learn our means and methods, 
both in agriculture and in industry? 

Mr. Moyer. That is right, but lar ely industry. As has beep 
said, it will be largely in connection wit th research and training meth- 
ods; not in teaching them how to farm but to do research and 
education. 

Mr. Forp. Could you guess what percentage of your funds will be 
used for the exchange program? 

Mr. Murpnuy. It is shown on page 281. We would expect it to 
be 207 participants who would cost $250,000. One-quarter of the 
funds would be devoted to that training. 

Mr. Gary. Is that for this whole area? 

Mr. Murpny. Just Japan. 

Mr. Forp. All through these justifications there are apparently 
many instances where we are sending these individuals over who 
want to learn our views, methods, and means. ‘This is completely 
over and above the exchange program which is under the Depart- 
ment of State; is that correct? 

Mr. Murpny. Yes; it is. 

Mr. Forp. Could you supply for the record all there is in this budget, 
and how many will be brought to the United States? 

Mr. Murpnuy. I have already supplied the executive secretary with 
a table requested by Mr. Rooney on Friday, which shows the figure 
worldwide, both as to numbers and costs. 

Mr. Rooney. If I recall the figures correctly, almost 7,000 persons 
and about $21 million in costs. 


PHILIPPINE ISLANDS 


Mr. PassMAN. The next item will be “aid to the Philippine 
Islands under the Far East.” Direct forces support, $2,300,000. 
Defense support, $1,700,000. Technical cooperation $6,500,000. 
Total, $28,500,000. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Can you give us the unobligated balance on this total program for 
the Philippines? 

Mr. Murpny. For 1955, the total program amounts to $29,150,000, 
which consists of $3,500,000 direct forces support, all of which was 
obligated on April 30, $18,400,000 defense support, all of which was 
obligated on April 30, and $7,250,000 of technical cooperation support 
$6, 600, 000 obligated April 30. Out of the total, the obligations were 
$28,500,000. 

Mr. PassMAN. Can you give us the unexpended balance? 

Mr. Murpnuy. Against that $29,200,000 program for 1955, expendi- 
tures as of April totaled $41,700,000, so the unexpended balance was 
$27,500,000 on April 30. 

Mr. Passman. Could you furnish us a table showing the total unex- 
pended balance for the Philippine Islands for 1954? 

Mr. Murpny. Yes. 

(The information follows:) 
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Unexpended balance for Philippines as of April 30, 1955: 


Divect JORG ii cba Le sid ori iin bbb sewtasodeiecs _. $3, 500, 000 
Delonte SU ts bk ox <i ndtnini tn sino Joueeens ee 30, 800, 000 
Peel htlh Ss iii akin shad. 0 ad iii awidlee anieren maui tin meena 5, 800, 000 

Tota se ee ah eet Ce eee 40, 100, 000 


DREDGING RIVER CHANNELS PROJECT 


Mr. PassMAN. I refer you to PA—2252, Philippine Islands, issued 
March 1952 in an original face value of $700,000 to authorize a project 
for dredging river channels in the overall flood control program of the 
Philippine Isles. Administration of the project and the equipment 
procurement was delegated to the Department of the Army. Project 
authorization and financing remain the responsibility of FOA. The 
authorization has been amended numerous times increasing the PAA 
face value to $1,179,000, and extending the delivery date to June 30, 
1956. FOA records show no expenditures charged to this obligation 
as of March 31, 1955. 

Would you like to comment on that item? 

Mr. Moyer. This is another one on which I do not know why no 
expenditures were charged. This dredge has been delivered to the 
Philippine Islands about a month ago. There was quite a public 
ceremony in which I believe the President took part. The dredge is 
considered of very great importance in straightening out the rivers 
that flow onto the plains. The dredge has been procured and shipped, 
and is there. For some reason we have not been billed. 


THAILAND 


Mr. PassMANn. Next we will take Thailand. Direct forces support, 
$8,200,000. Defense support, $30,800,000. Under technical cooper- 
ation, $5,500,000. That makes a total of $45,500,000. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Can you tell the committee the amount of unobligated funds that 
you have on hand against prior appropriations? 

Mr. Murpuy. The total program for the fiscal year 1955 was 
$46,550,000 and obligations on April 30 amounted to $43 million even, 
leaving an unobligated balance of about $3,600,000 as of that date. 

Mr. Passman. Would you tell us the unexpended balances? 

Mr. Murpuy. Expenditures were only $600,000 as of April 30. 

Mr. PassMAn. $600,000 against $45,500,000? 

Mr. Murpuy. $46,500,000, leaving about $46 million unexpended. 
That is accounted for because this program was drastically changed 
during the fiscal year to meet military problems out there. The 
revision of the program only took place in the month of February, so 
that while we managed to get the fund substantially obligated, as 
you can see, there have been little or no expenditures in that short 
time. The pipeline is full, however, and expenditures should be 
starting to increase from July on, I think. 

Mr. Passman. Do you anticipate there will be any deobligations 
out of this amount? 

Mr. Murpuy. Well, there will be adjustments when contracts are 
let by the Thai Government, to bring the procurement authoriza- 
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tions in line with the actual contract figures. There will be add). 
tional adjustments when contractors complete their deliveries ani 
we find the delivered some amount that justifies some decreased o})|j- 
gations when we finally pay the bill. In that sense there will hp 
certain deobligations. ° Whether or not there will be anv deobliga- 
tions because of reprograming, I do not know, but I w ould not think 
so at this time. Of course, that is a possibility. 

Mr. Passman. Will vou be able to furnish the committee wit) 
any unexpended balances for prior years? 

Mr. Murpny. Yes. I will include that in the overall table. 

Mr. Passman. Perhaps we should discuss TAA No. 2630, Thai. 
land, issued June 25, 1954, in the amount of $290,000 for technica] 
assistance for the Kasetsart University in the field of agriculture, 
It has an unexpended balance of $288,134 as of March 31, 1955. It 
would appear there has been only about $1,866 expended against the 
original $299,000. y 

Mr. Moyer. I do not like to make these replies so uniform. It 
sounds monotonous and cooked up, but this is another one. This 
contract with Oregon State College was signed on September 14, 
1954. The six technicians that it provides for are there, and the Thai 
personnel to be trained in the United States under the contract are 
now in this country. We have not yet been billed for all expendi- 
tures to date. The answers will not always be this way, but that is 
the case for this particular one. 


TECHNICAL EDUCATION AND TRAINING 


Mr. Passman. May I also refer you to TAA-4659, issued June 23, 
1954, just prior to the ending of the fiscal year in the amount of 
$230,000 for technical education and training? It has an unexpended 
balance of $223,774 as of March 3i, 1955, which would indicate 
there has been only $6,226 expended against it. 

Mr. Murpuy. With regard to that item, I know the expenditures in 
April were equal to another $6,500. The expenditures at the end of 
April were $13,800 as compared to the $6,500. 

Mr. Passmn. Percentagewise it is still small. 

Mr. Murpny. But it indicates the expenditures did get started 
in March and they ran the same in April, so apparently the project 
is underway. 

Mr. Moyer. The answer in this case, also, is that the contract 1s 
underway. It is to provide Chulalongkorn University with assistance 
in improving its curriculum and teaching methods in engineering 
The 2 technicians that are provided for the initial phase of the wor! 
have been there for 7 months; 2 additional technicians entered on 
duty more recently. Participants from Thailand have arrived in the 
United States, so the project is noving ahead. 


USES OF FUNDS FOR ANTI-COMMUNIST PROPAGANDA CAMPAIGN 


Mr. Rooney. I am referring to a sentence on page 313 of the just 
fications, in the next to the last paragraph on that page 

Un the psyche logical front, the ¢ rnment is lucti 
Com cant} ign among ati land pro 
col du g a similar program for the general popula 


Gime: sh ited material, and lectures. 
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Are any of the funds you have in the current fiscal year turned over 
»o the Thai Government for such purposes? 

Mr. Moyer. We have in the technical-cooperation program, I 
believe, a small amount for this. The program you mention, I be- 
lieve generally, is being carried out by agencies with which we do not 
have relationships. It is not a part of this normal program. In the 
defense support program we have an item of $200, we for assistance 
in the field of communications and communic ation. de velopment. 

Mr. Roonry. That is the propaganda campaign‘ 

Mr. Moymr. Yes. 

Mr. Roonry. The same sort of campaign that the USIA conducts 
in Thailand? 

Mr. Moyer. This is largely our part of it and it deals largely with 
the community development-agricultural aspects. As I[ said, I 
understand the major program is substantial and we do not relate to it. 

Mr. Roonny. But part of the $200, 000 will be used for such media 
us films, pr inted material, and lectures? 

"ie. Moyer. Lam afraid that I would have to check that and supply 
that for the record. I would be very glad to. I cannot answer that 
precisely. 

(The following statement was submitted later:) 

Dr. Moyer. We have in the technical cocperation counterpart program pro- 
vided some support for this project. The counterrart funds, however, were 
anpropriated from the Thai Government’s own revenues. The quoted statement 
refers to an anti-Communist indoctrination program being earriel out by the 
Thai Government with the assistance of USIA; FOA rarticiration has heen 
limited to furnishing a few technicians to work for a limited time on activities 
eing conducted at the village level in northeast Thailand. This activity is not 
a part of the technical cooperation program and none of the dollar funcs in our 
program are utilized for this purpose, 


Campopia, Laos, AND VIETNAM 


Mr. PassMan. The next item would be Cambodia, Laos, and 
Vietnam. 

Under direct forces support you are requesting $38,200,000. Under 
defense support, $379,300,000. Under technical cooperation, $7,500,- 
000, for a total of $425 million. 

Could you tell the committee the total amount that you had for this 
program for the fiscal vear 1955? 

Mr. Murpuy. The program for all three states was $473,300,000. 

Mr. Passman. What is the unobligated balance in this program? 

Mr. Murpuy. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Gary? 

Mr. Gary. You have there direct forces support of $38,200,000, 
defense support of $379,300,000, and technical cooperation of 
$7,500,000, making a total of $425 million for the three countries. 

Mr. Murpny. That is correct. 

Mr. Roonry. What is the literacy rate in Laos’ 
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Mr. Roserrson. I think it is about 15 percent. 

Mr. Murpuy. Percentage is shown for all three countries. 

Mr. Rooney. That is what prompts me to ask these question, | 
would like the figure for Laos. 

Mr. Roserston. It is a difficult figure to get with any degree of 
accuracy. 

Mr. Rooney. I have listened to it given with great accuracy, and 
it is far removed from this figure in the book. If I remember correctly. 
it is 3 percent. 

Mr. Roserrson. I wouldn’t be surprised if that was nearer correct 
than the 15. 

Mr. Murpuy. This is the percentage for the three countries. 

Mr. Rooney. That is right. I want it for each country. 

Mr. Murpny. We will find it out for you. Unfortunately, the 
only figure I have here is for the three of them. 

(The information was not available. ) 

Mr. Fernanpez. I have been attending another hearing, Mr, 
Chairman. I am in no position to ask any questions. 

Mr. Wiccieswortn. You said there are 11 million people in 
Vietnam. I understood there are about 4 million in Cambodia, and 
1,500,000 in Laos? 

Mr. Moyer. Yes, sir. 

Mr. Wice.ieswortu. That gives a total population of about 16 
and a half million for the three countries? 

Mr. Moyer. That includes only South Vietnam, of course. 


IMPORTANCE OF SITUATION IN THE COUNTRY 


Mr. WicGieswortu. There are $425 million in this request, Mr. 
Chairman. I suggest that when the Secretary revises his remarks he 
put something on the record which will show the importance of the 
general situation in respect to which this request is made? 

He has told us a great deal off the record, but there should be some 
statement for the record. 

Mr. Passman. We would like to have part of the statement you 
made off the record put into the record, omitting the part that is 
restricted. 

Mr. Rospertson. All right, sir. 

Mr. Passman. Would you like to make a statement for the record? 

Mr. Rosertson. I would. In free Vietnam the government, 
under the leadership of Prime Minister Diem, is fighting against 
tremendous odds to achieve unity and to consolidate its newly won 
independence. It has been confronted with Communist control of 
Vietnam above the 17th parallel; threats to the legal government's 
authority posed by the self-serving political-religious sects; and the 
necessity of resettling the hundreds of thousands of refugees who 
fled Communist domination following the military partition of Viet- 
nam. 

These Vietnamese refugees number approximately 700,000. It 
presents one of the most difficult social and economic problems which 
could be inflicted upon almost any government, much less this new 
government with its many instabilities. 

Adding to its burdens are the need of rehabilitating and developing 
an economy ravaged by 8 years of war, and the demands for creation 
of political institutions required by full independence. 
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United States programs of financial, military, and technical aid 
are crucial if free Vietnam is to win the battle against the Vietminh 
for control of this strategic area. 

In Laos and Cambodia, similar considerations of their importance 
to United States security and the need to help them in meeting the 
heavy responsibilities of independence, economic rehabilitation, and 
the financial burden of armies necessary to their survival have led 
the United States to allocate substantial sums for military and 
economic support. 

The United States is deeply interested in the Indochinese peninsula 
for two major reasons: First, it is the established policy of this 
country to assist friendly nations in certain threatened areas to 
preserve their independence and democratic freedoms. Free Vietnam, 
Laos, and Cambodia are firmly anti-Communist but cannot stand 
alone; they must be helped. Perhaps because of the settlement 
reached at Geneva in July 1954, a settlement which militarily parti- 
tioned Vietnam at the 17th parallel and inadvertently gave the Com- 
munists in Laos a classic forward base in two northern provinces for 
aggression or subversion of the remainder of the country, the United 
States is even more than ever determined to assist the three States to 
maintain their territorial integrity. Communist encroachment must 
be halted. 

Second, the area is of vital strategic and economic importance. It 
is patent that the path of Communist aggression in Southeast Asia 
would be made easier if Indochina were lost. Free Vietnam borders 
on Communist Vietminh territory, and Laos has 600 miles of common 
frontiers with both the Vietminh and Communist China. In addi- 
tion, the Indochinese peninsula is rich in rubber, minerals, manpower, 
and rice, which is Asia’s life. 

For these reasons the United States joined with seven other nations 
in designating free Vietnam, Cambodia, and Laos as falling within 
the area protected by the Southeast Asia Collective Defense Treaty. 
For these reasons too, the United States has undertaken tremendous 
programs of financial, military, and technical aid which are crucial in 
enabling the three States to surmount their almost overwhelming 
problems and maintain their places in the free world. 

Cambodia, Laos, and free Vietnam all face the tasks of consolidating 
their newly won independence; creating the political and economic 
institutions required by full independence; rehabilitating or develop- 
ing economies ravaged, in the case of Vietnam, by 8 years of war and 
néglected in all three States by the necessity of emphasizing military 
expenditures; and maintaining armies necessary to their survival but 
far beyond their financial means. 

In free Vietnam the Government must devote all its energies and 
resources to winning the contest against the Vietminh, capable of ag- 
gression from the north and subversion in the south, for control of this 
strategic area. Specifically, the Government must make the meaning 
of “government” clear to the peasants in the provinces. It must 
build a sense of national unity and of popular support. It must com- 
mand the loyalty of all its citizens, including the feudal politico- 
religious sects. It must develop a first-class National Army through 
improved training and organization to counterbalance the doubling of 
Vietminh Army capability in the north. It must demonstrate to the 
more than 600,000 refugees who fled Communist domination in the 
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north that their decision to leave their homes was justified, that 
the side of the free world lies improvement in their well-being, both 
political and economic. 

In all these fields the free Vietnamese Government, under the leade,. 
ship of nationalist Prime Minister Diem and with United States fina; 
cial assistance and technical advice, has made remarkable progress, 

tefugee resettlement is given high priority, and related programs of 
irrigation, public administration, ‘rehabilitation of feeder roads to pro- 
vincial capitals, public health, adult education, and mass communica- 
tions are under way. ‘The defiant Hoa Hao and Binh Xuyen STOUT 
have been reduced from a major threat to the Government’s atthe. 
ity to a troublesome problem not entirely solved but well on the way 
to resolution, On February 12 MAAG/Saigon under the direction of 
Gen. John W. O’Daniel undertook responsibility for training the Viet- 
namese National Army. Plans for the National Assembly long sought 
by Vietnamese nationalists are being energetically pursued, with real- 
ization expected in the late autumn. Despite this progress, much 
remains to be done. Continuation of United States material and 
moral aid is consequently vital. 

Remote Laos, the least known of the three States, contends with a 
serious, overt Communist threat in the guise of the Vietminh-sponsored 
Pathet “ao, who, in defiance of the Royal Government and the Inter- 
national Control Commission and in flagrant violation of the Geneva 
Agreement on the Cessation of Hostilities in Laos, maintain de facto 
control of major portions of two northern provinces. Both Cambodia 
and Laos are menaced by covert Communist subversion, and both face 
rice shortages which must be alleviated with American help for humani- 
tarian and political reasons. 

Maintenance of large-scale United States-aid programs is thus im- 
perative to permit free Vietnam, Laos, and Cambodia to obtain clear 
victories over Communist-controlled or fellow-traveler candidates in 
their 1955 elections and to triumph over the long-term critical Com- 
munist menace. 

Mr. Passman. Thank you, Mr. Secretary. 

If you want to add to that you may insert it in the record. 

Mr. Rosertson. All right. 

Mr. Passman. That will conclude the hearings, then, on the Far 
East. 

Thank you very much, Mr. Secretary and Dr. Moyer and all of 
those who have appeared. 

Mr. Rosertson. Thank you, gentlemen. 
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TuESDAY, JUNE 28, 1955. 
NONMILITARY ASSISTANCE IN LATIN AMERICA 


WITNESSES 


HENRY F. HOLLAND, ASSISTANT SECRETARY OF STATE FOR 
INTER-AMERICAN AFTAIRS 

MARION N. HARDESTY, REGIONAL DIRECTOR, OFFICE OF LATIN 
AMERICAN OPERATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 

FOREIGN OPERATIONS ADMINISTRATION 

JOHN E. MURPHY, CONTROLLER 

WALLACE STEEN McCALL, ACTING CHIEF, LATIN AMERICA PRO- 
GRAM STATT 

JOHN G. BURNETT, ASSOCIATE GENERAL COUNSEL 


DEPARTMENT OF STATE 


ALTON W. HEMBA, BUREAU OF INTER-AMERICAN AFFAIRS 
PHILANDER P. CLAXTON, OFFICE OF CONGRESSIONAL RELATIONS 


Mr. Passman. The committee will come to order. 

We will take up the request for nonmilitary assistance in Latin 
America. 

We have with us the Honorable Henry F. Holland, Assistant Secre- 
tary of State for Inter-American Affairs and Marion N. Hardesty, 
revional director, Office of Latin American Operations, Foreign 
Operations Administration. 

Mr. Secretary, do you have a statement that you would like to make 
at this time? 


GENERAL STATEMENT OF ASSISTANT SECRETARY FOR INTER-AMERICAN 
AFFAIRS 


Mr. Houxanp. If I may, I would like to make a brief verbal state- 
ment on the political aspects of the program. 

The mutual security program for Latin America as contemplated 
for the next fiscal year falls into four categories. 

The first is that of our bilateral technical aid program for which 
the proposed appropriation is $30 million. 

The next is the multilateral technical cooperation program of the 
Organization of American States for which our proposed appropriation 
would be $1,500,000. 

The third category is the development assistance program which is 
in the nature of grant aid, and for which we propose the sum of $38 
million. 

The fourth is an undisclosed portion of the military-aid program 
for the entire world. 

| would like to say a word or two, if I may, about each of these 
categories that I have referred to. 

_ The first is the bilateral technical aid program. As the committee 
is aware from other presentations that we have made, our objective 
under the bilateral program is to try, in those cases where the other 
countries request that we assist them, and where they offer to pay 
their share of the cost of the program, to make our contribution to 
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demonstrate how by improved technical procedures the Latin Amp. 
ican countries can better utilize the existing human and _ natup| 
resources that they have available. 

I believe it is very clear that throughout this hemisphere availah}, 
resources are abundantly adequate to support stronger economies 
than exist, even though the rate of development in this hemisphere js 
amazing. Nevertheless, the resources available are adequate ty 
support stronger economies and to support substantially large 
populations than exist in most Latin American countries. 

Clearly, the United States cannot accept the responsibility fo 
trying to bring about these stronger economies that I have spoken of 
but we do have an opportunity through these programs to establish 
what you might call ‘pilot projects” in a number of the countries 
which they can then take over from us and carry forward, and which 
will make, and in the past have made, very measurable and i important 
contributions to the strengthening of the economies of the other 
members of this American family of nations. 

In supporting this program, we are not motivated exclusively by 
humanitarian purposes, although those are, of course, important. We 
are motivated by the conviction that it is in the realistic self-interest 
of the United States for us to have to the north and south of us in this 
hemisphere nations with stable, sturdy, self-reliant, progressive econ- 
omies—that nothing could be more clearly in the interest of our own 
nation than to achieve that purpose. 

It is very important to bear in mind that through these bilateral 
technical aid programs we make it possible for the Latin American 
countries to bring into greater exploitation, to put to greater produ- 
tion, resources whose value enormously exceeds the amount of money 
involved in these programs. 

Therefore, a given dollar of investment on our part in one of these 
bilateral technical aid programs may activate resources in the other 
country of a value far greater than the amount of our investment. 

I believe it is always good to mention this in connection with these 
programs, that while their primary purpose is that which I have 
referred to, there are some excellent and worthwhile secondary ac- 
complishments, or results, which are beneficial to us. 

In the first place, as these sister republics achieve stronger economies 
they become more disposed to, and better prepared to resist Com- 
munist subversion which is constantly at work throughout. this 
hemisphere, including our own country. 

A second result of this nature is the fact that as we learn to cooperate 
with each other effectively and productively in these programs we 
better achieve the capacity to cooperate with each other in every other 
field of our inter-American relationships. 

Lastly, it is trite to say, perhaps, that successful cooperation in these 
bilateral programs generates that kind of trust and understanding 
which leads to that stable goodwill between the American Republics 
that is so important to our foreign policy and that of the other Amer- 
ican nations. 

I would like to speak now very briefly about the second of these 
two general categories of programs, and that is, the technical coopers 
tion program of the Organization of American States. 

The 21 American Republics, as you know, comprise the Organization 
of American States. That organization, through which we conduct all 
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of our multilateral relations in this hemisphere, is the oldest of all the 
regional organizations. It is the most highly developed. It is the 
most suecessful. It has been an example for regional organizations 
throughout the world, and many of the principles developed and tested 
in the OAS have been taken bodily into the United Nations. The suc- 
cess of the American Republics in the OAS has, I believe, given con- 
fidence and courage to nations throughout the world to risk their 
future security, stabilitv, and progress on organizations of a similar 
character. 

The technical cooperation programs of the OAS have this for their 
purpose: The training of technically prepared people in the other 
American Republics, people who can come to these training centers 
and acquire their technical education and go back to their own coun- 
tries and put to use the training that they received in those centers. 

We do our best, and successfully, | believe, not to duplicate efforts 
of the bilateral programs, or the United Nations’ programs. There 
are seven such multilateral projects in operation at this time. 

There is an important benefit here also that is a byproduct. In 
these programs we find one more opportunity for all the 21 American 
Republies to cooperate. It has proven very helpful in accustoming 
our people to work together in programs of a joint nature. 

If I may, I will sav a word now about the development assistance 
programs for whidh we have asked $38 million. 

When we first developed these figures it seemed to us that $21 million 

would be adequate in this category, and that aid which, as I said, is in 
the nature of grant aid, was destined for only three countries—Bolivia, 
Guatemala, and Haiti. 
y Itlis of importance to note, gentlemen, that throughout this hemis- 
phere, and it should be a source of pride to us as it is to them, the 
governments of the Latin America countries have taken the affirma- 
tive position that they are opposed to grant aid from the United 
States. They are eager to have access to sound trading opportunities 
with us; access to sound loans for development projects, but they 
neither ask for nor want grant aid from this country. Grant aid has 
been contemplated only in the case of these three countries, and there, 
to meet temporary, passing, emergency conditions, because we are 
convinced that the resources, both human and natural in Bolivia, 
(matemala, and Haiti are abundant to justify the confidence of those 
people and those governments that they will get through their current 
period of crisis and likewise achieve sturdy and reliable economies 
such as those that exist in the other countries. 

Of this amount of money, we propose to use $20 million in Bolivia. 
That money would be granted for the purpose of insuring the minimum 
food requirements of the Bolivian people. 

When our program was originally prepared it was contemplated 
that $16 million would be adequate for Bolivia. Subsequent studies 
and developments demonstrated that $20 million would be required 
in order to meet the minimum requirements of that country during 
the next fiscal year. That $20 million we contemplate spending as 
follows: $12 million for the purchase of foodstuffs here in the United 
‘tates and $8 million for agricultural machinery and equipment to 
elp them to become able to feed themselves because, for the first 
time, a large and rich agricultural region has been opened up in 


64418—55 25 





, 
5 
o 
2 
2 
é 
3 
: 
« 


£ 
GF ivitttarut LivVnNnAIle 


ww oc 
i 


% 
ti 


weloc 
ryt 


ar 
* 


es? 
u 


Bolivia which will quickly become capable of supplying almost {), 
entire food requirements of that country. 

In Guatemala, the second of these countries for which developme 
assistance is contemplated, we expected to use $5 million, but thp 
drop in the price of coffee intervened after those figures were (dp. 
veloped and so reduced the foreseeable income of that country dy. 
ing the coming year that it is apparent that an additional $10 millio 
is needed. This will bring the total to $15 million im order to mee 
the minimum requirements for the stability of the liberation govern. 
ment headed by President Castillo Armas, who, as you know, las; 
year expelled from Guatemala the communist-dominated Arben, 
administration. 

Mr. Forp. On page 435 that $5 million should be changed to $15 
million? 

Mr. Houuanp. As I said, the original figure for Guatemala was 
$5 million. After the Senate heard the testimony regarding this 
subject, they decided to raise that figure to $15 million and the Depazrt- 
ment of State wholeheartedly supports that increase because we fore- 
see that this sum of money will be necessary to give to the liberation 
government in Guatemala the stability and capacity to reconstruct the 
devastated economy of that country that we think is in the interest of 
the United States as well as Guatemala. 

In Haiti you will also remember there was a crippling hurricane last 
year. That hurricane washed out irrigation systems and destroyed 
farm-to-market roads, washed out coffee plantings, and created a 
state of calamity in that little country. We have extended to them 
about $750,000 of development assistance during the current fiscal 
year and have provided them about $2 million worth of surplus 
agricultural commodities. 

Unfortunately, their hurricane was followed by an extended drought 
and then they were affected by the drop in the coffee price. We feel 
that the sum of $3 million during the forthcoming fiscal year will be 
necessary to maintain the minimum food supplies for the Haitian people, 
We would expect that money would be spent largely to repair irriga- 
tion systems and to rehabilitate farm-to-market roads and coffee 
plantings. 

Mr. Passman. In the justification appearing on page 354, you add 
to the total of $38 million on development assistance on the revised 
statement but you still carry $38 million. 

Mr. Murpny. We were able, between the time that the Senate 
acted and the time we had to put these books together, to put in 
revised summary for the region, but at the time we did not have the 
distribution and all the details, and so vou will notice a footnote on 
page 353. It merely mentions the $17 million additional that 1s 
asked. Since the time the books were prepared we prepared this 
supplement which does distribute the $17 million by countries, and by 
greater detail. 

Mr. Passman. In other words, you put in $17 million in the hope 
you would find a place to spend it, and later you decided to switch ar 
additional $10 million up to Guatemala? 


Mr. Mourpny. No. We decided since the Senate action where we 


wanted the money added and what countries. 
Mr. PassMaANn. You had $5 million for Guatemala. You hav 
raised that on the revised statement to $15 million; is that correct? 
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\'ir, Murpuy. That is correct. 

\ir. Hottanp. That only leaves this last remark to make. 

With respect to the military phase of this program, the purpose of 
our military progrem in the hemisphere is to establish the besis 
sherebv other members of this American. commurity can share with 
is the responsibility for depending this hemisphere should that become 
necessary. 

Mr. Taper. There is not any military picture in the papers tha 
have been handed to us so far. 

Mr. Hotuanp. There is, I understand, a worldwide figure for mili- 
tarv assistance, and out of that an undisclosed portion is to be used 
in this hemisphere. 

Mr. WiaeLeswortnh. Off the record? 

(Discussion off the record.) 

Mr. Passman. Thank you, Mr. Secretary. 

Mr. Hardesty, do you have a statement that you wish to make at 
this time? 


GENERAL STATEMENT OF REGIONAL DireEcTOR FoR LATIN AMERICAN 
OPERATIONS 


Mr. Harpesty. Mr. Chairman, members of the committee, it is 
a pleasure to appear before you on behalf of the mutual security 
program in Latin America. 

My remarks will be limited to the bilateral technical cooperation and 
development assistance components of the mutual security program 
in Latin America. Other witnesses are appearing before this committee 
in support of the military assistance and multilateral technical assist- 
ance parts of the overall program. 

We are requesting appropriations of $30 million for bilateral tech- 
nical assistance programs and $38 million for development assistance 
programs in Latin America for fiscal year 1956. 

Since Assistant Secretary Holland has already presented the overall 
United States foreign policy considerations and major objectives of 
the bilateral technical cooperation and development assistance pro- 
grams, I will confine my remarks to the operational aspects of these 
programs which are essential to the deliberations of this committee. 


TECHNICAL COOPERATION PROGRAMS 


The United States is now engaged in bilateral technical cooperation 
programs with each of the Latin American Republics, except Argen- 
tina, and with certain of the West European overseas territories in the 
Western Hemisphere. These cooperative programs are carried out 
through the Institute of Inter-American Affairs which is now also the 
Latin America regional office of the Foreign Operations Administra- 
tion. The programs are designed primarily to help improve the tech- 
nical competence and effectiveness of the people and institutions of 
Latin America in their own efforts to plan and work toward the 
economic development of their countries. Detailed information on 
each of the individual country programs is shown in the presentation 
volume submitted to this committee. That volume also contains 
regional summary data and information on the regional projects which 
are carried out in support of country programs. 
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As mentioned earlier, we are requesting an appropriation of $30 
million for bilateral tec hnical cooperation programs in fiscal year 195% 
This amount is an increase over the roughly $25.1 million indicated jy 
the presentation book as available for these programs in fiscal yea; 
1955. Of that availability, $21.5 million, or roughly 86 percent of the 
total, had already been obligated by April 30, 1955. 

The principal means through which these bilateral technical cooper- 
ation programs operate in Latin America can be reviewed in conjune- 
tion with the breakdown of the various United States cost components 
involved as shown on revised page 5 of the presentation material. 

The first of the major cost components is entitled ‘Supplies, 
Equipment and Grants to Servicios.’”” In the bilateral technical 
cooperation program in Latin America, the amounts appearing in 
this column refer almost entirely to cash grants to “Servicios” which 
are cooperative service mechanisms established within appropriate 
ministries of host governments. Servicio operations are jointly 
planned, financed, and implemented by the United States and the 
host country. Cash grants by the United States to servicios and 
joint funds in fiscal vear 1955 are shown at about $6.7 million. Host 
country cash contributions are anticipated to be the equivalent of 
$39.4 million, or roughly 6 times that of the United States. We 
presently plan to make about $7.3 million available for such cash 
grants in fiscal year 1956, which is expected to be matched by an 
estimated equivalent of at least $43 million of host country funds. 
Financial participation by host countries may also be noted in con- 
paring the total resources, including cash grants, goods, and services, 
contributed to these programs by the United States and the countries 
of Latin America. For example, the total United States contribution 
proposed for fiscal year 1956 is $30 million which may be compared to 
anticipated host country contributions of about $73 million, an 
amount roughly $12 million more than their estimated total contribu- 
tion of about $61 million during the current fiscal year. 

Turning to the United States technician column, we estimate that 
by June 30, 1955, there will be 635 United States technicians serving 
in Latin American countries including those assigned to servicio 
operations and those providing technical assistance outside of the 
cooperative service mechanism. As of April 30, 1955, 598 United 
States technicians were actually on duty in connection with this 
program in Latin America. We anticipate that the estimated 635 
technicians shown in the presentation book will actually be on duty on 
June 30, 1955. As may be noted an increased technician strength 
to a regional total of 793 is presently planned to be reached by June 30, 
1956. 

The contract services column includes contractual relations with 
United States colleges, universities, and other institutions and with 
private United States business firms. We are placing increasing 
reliance on such contractual relationships which serve to meet impo!- 
tant program needs. The personnel and financial totals which appeat 
in the presentation book include in the current fiscal year 19 separate 
contracts with 15 different United States colleges and universities 
operating in 12 Latin American countries and in the overseas territories 
of British Guiana, Surinam, and certain islands of the Caribbean 
Contracts with private United States firms are particularly useful in 
meeting highly specialized technical assistance needs. For example, 
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the management consulting firm of Klein & Saks is currently carrying 
out a vitally important economic development mission in Guatemala 
under contractual arrangement. The substantial increase in numbers 
of contract technicians between the two time periods represents largely 
an increase in the actual on duty strength to implement these con- 
tracts rather than a heavy increase in the contractual component of 
the proposed fiscal year 1956 program. 

A further strengthening of the participant, or training, portion of 
the technical assistance program is planned for fiscal year 1956. We 
plan to increase to 1,478 the number of grants available for training 
Latin American personnel outside of the host country as compared to 
an estimated 1,258 such grants available this year. Most of this 
training will be given in the continental United States and in Puerto 
Rico with a small amount in the Panama Canal Zone and in Latin 
American countries. 

The other cost element of the program is primarily to provide 
essential supporting services to United States technicians and the 
small increase planned in the proposed fiscal year 1956 program is in 
generel balence with the projected increase in technician numbers 
planned. 

The regional distribution of the technical cooperation program 
among the various fields of activity is shown on revised page 4 of the 
presentation material. Agriculture and natural resources, health 
and sanitation, and education continue to be the major fields of 
activity in the proposed fiscal year 1956 program, amounting to 
about 69 percent of the overall program. ‘These three fields of ac- 
tivity account for approximately 73 percent of this year’s program. 
In terms of level of funds, the availability for these three primary 
fields as shown in the presentation book is about $18.3 million in 
fiscal year 1955 and $20.6 million in the proposed fiscal year 1956 
program, or a small increase. As the result of increasing host county 
requests for technical assistance in additional fields of activity, 31 
percent of the proposed fiscal year 1956 program, as compare to 
about 27 percent of the current year’s program, is planned for activi- 
ties in such fields as transportation, industry and mining, public 
administration, labor, community development and related activities, 
and various other activities. This latter group includes technical 
assistance in such categories as trade, investment, tourism, informa- 
tion, and those multifield of activity operations not property classi- 
fied within any of the individual fields of activity. 

Through bilateral technical cooperation programs, the United 
States, by providing essential technical competence and training, is 
assisting the countries of Latin American in their developmental 
efforts. In addition, these joint cooperative programs are one of the 
main ways in which the United States and the countries of Latin 
America maintain and strengthen their bonds of understanding and 
friendship. 


DEVELOPMENT ASSISTANCE PROGRAMS 


We are requesting an appropriation of $38 million for development 
assistance programs in Latin America in fiscal year 1956. Of this 
total amount, $20 million is presently planned for use in Bolivia, $15 
million in Guatemala and $3 million in Haiti. 
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Information on each of these programs appears in the revised page 
of the presentation book which I will summarize very briefly. , 

The $20 million presently planned for use in Bolivia in fiscal yeg 
1956 is composed of two primary components designed to achiey 
both immediate and long-range objectives. One component of the 
proposed program is the provision of $12 million of agricultural com. 
modities to assist Bolivia in meeting her minimum food needs. Th» 
other component of the proposed program is the provision of §& 
million for the dollar procurement of developmental equipment and 
supplies to supplement Bolivian resources being used in the economir 
diversification and development program of that country. This 
assistance is presently planned to include such items as: agricultural 
machinery, agricultural supplies and materials, roadbuilding and 
maintenance equipment, vehicles, medical and sanitary equipment 
and supplies, and other essential import items required to supplement 
Bolivia’s own resources being directed toward the development 
program. 

Local currency funds generated by the sale of agricultural com. 
modities in Bolivia are planned for use in the development program 
with particular emphasis given to projects which will result in in- 
creased agricultural production and improved transportation. 

Further information on this program is contained on pages 6-12 of 
the revised presentation material. 

The $15 million development assistance program for Guatemala is 
presently planned for use along with Guatemalan resources in carrying 
out an economic program necessary to the maintenance of stability 
and the stimulation of economic activity in that country. This aid is 
planned to be used primarily to assist Guatemala in financing public 
works projects and in taking other measures designed to result in 
increased employment and in improving the current economic situa- 
tion in that country. 

Firm project determinations in the proposed program will, of course, 
require additional consideration between the Government of Guate- 
mala and United States representatives in that country. However, 
portions of the $15 million total are presently planned to be used: to 
accelerate works on the Pacific Slone Highway; to complete the 
Roosevelt Hospital; to assist the Castillo Armas Government in 
straightening out the mismanaged land reform program of the previous 
regime; to open new areas of the country to cultivation; to improve 
and develop feeder and farm-to-market road systems and assist in 
further highway construction; to participate in a Guatemalan housing 
program with particular emphasis on aided self-help housing; and to 
work on other hich priority activities required for the achievement of 
United States policy objectives in Guatemala. 

Additional information on this program is contained on pages 13-19 
of the revised presentation material. 

An amount of $3 million is proposed for continuation of the develop- 
ment assistance program in Haiti in fiscal year 1956. It is presently 
planned to provide the bulk of this assistance in the form of salable 
agricultural commodities. The counternvart funds generated through 
the import and sale of these commodities are planned to be used in 
assisting Haiti in her own efforts to recover from the extensive damage 
caused by Hurricane Hazel and the floods which followed it. Primary 
concentration of program resources will continue to be placed on the 
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rehabilitation of irrigation systems, roads and croplands, particularly 
those producing Haiti’s principal export crops of coffee and sugar. 

Pages 20-25 of the revised presentation material contain additional 
information on this program. 


CONCLUDING REMARKS 


The foregoing information completes my summary review of the 
operational aspects of the bilateral technical cooperation and develop- 
ment assistance programs in Latin America. 

Mr. PassMaAN. The request for Latin American is $38 million for 
development assistance and $31,500,000 for technical cooperation, 
making a total of $69,500,000 as compared with $27,142,200 for the 
fiscal year 1954 and $41,550,000 for the fiscal year 1955. 


REASON FOR INCREASED REQUEST 


Why is it necessary to request such a substantial amount over and 
above what you had in the fiscal years 1954 and 1955? 

Mr. Harpesty. There are several reasons for that. One of them 
basically is that we have five more programs than we had last year. 

Mr. Passman. Would you name the five programs? 

Mr. Harpesty. Yes. 

We have a program in British Guiana, Surinam, Barbados-Wind- 
ward and Leeward Islands, Jamaica, and British Honduras. 

Mr. Taser. Why does that not show here? 

Mr. Harpgsty. It shows under OTS—Overseas territories. 

Mr. PassMAN. Does that cover the five projects that you have just 
referred to? 

Mr. Harpesty. Yes. 

Mr. PassmMANn. If you had not told us, where would we have found 
that additional information? 

Mr. Harpesty. It is in the book also. 

Mr. Murpuy. On page 507 of the big book, section 3. 

Mr. Taser. There is no amount requested for overseas territories 
in the current year. 

Mr. Murpny. No. There was a program totaling $554,000. 

Mr. Passman. That only explains $1,095,000 and we are thinking 
in terms here of some $30 million increase. 

Mr. Harpesty. The basic part is in development assistance, not 
in technical cooperation, and in three countries—Bolivia, Guatemala, 
and Haiti. I wonder if I could go off the record a moment? 

Mr. PassMan. Yes. 

(Discussion off the record.) 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. PassMaANn. May I ask at this point what are the unobligated 
balances of the total program for Latin America against the 1955 
appropriation? 

Mr. Murpny. Out of the $41,500,000 program, obligations on 
April 30 amounted in total to $35,100,000. 

Mr. PassmMan. Leaving unobligated what amount? 

Mr. Murpuy. $6,400,000 was unobligated on April 30. 





Ss eerwAan Cero 


« 
e 
© 
‘ 

> 
J 
. 

~ 
* 
« 


trrcnocrry re 


LHeI¥C AO. WE PMVEINGHY LIDANRILO 


p86 


Mr. Passman. How about the unexpended funds? 

Mr. Murpnuy. For that same $41,500,000, the expenditures o) 
April 30 had totaled the $11,700,000, leaving approximately $3) 
million unexpended. 

Mr. Passman. In other words, you have spent $11,700,000 out of 
the program. You had about $30 million unexpended and you ay 
asking for $69,500,000 in the fiscal year 1956? 

Mr. Murenuy. That is correct. 

Mr. PassmMan. How about prior years, fiscal year 1954? 

Mr. Murpuy. I will have to insert that in the table that I am pre. 
paring. The information is here. I should explain that I am making 
one comprehensive worldwide table showing each country that will 
have the information on it. 

Mr. PassMANn. Will you be able to furnish the committee informe- 
tion on the unexpended balances for the fiscal year 1954? 

Mr. Murpuy. Yes, for each country under each function. 


REGIONAL PROJECTS 


Mr. Passman. What are the regional projects? Would you discuss 
them? 

Mr. Harpesty. Regional projects, as opposed to bilateral projects, 
are projects that encompass more than one country. Our regional 
projects in this hemisphere are primarily projects in support of coun- 
try programs. ‘To explain regional projects perhaps I should explain 
the bilateral projects in contrast to them. The bilateral projects ar 
projects entered into between the United States and a foreign govern- 
ment at the request of the foreign government. It concerns only the 
United States of America and that government. A regional project 
is a project in which several countries participate. The experiment 
station in Costa Rica, Turrialba, is an example of a regional project 
where many countries participate and send their technicians for 
training. 

Mr. Passman. Before we get into the categories and amounts, ar 
there any general questions that you would like to ask the Secretary’ 

Mr. Gary. I understood that in addition to the aid requested 
here it is contemplated that a large part of the needs of South Amer- 
ican countries will be supplied by the Export-Import Bank. Will you 
tell us something about that program? 

Mr. Houianp. I would be happy to. I would like to make 
statement off the record first, if I may. 

(Discussion off the record.) 


SUPPLEMENTATION OF PROGRAM BY EXPORT-IMPORT BANK CREDIT 


Mr. Gary. To what extent will this program be supplemented by 
the Export-Import Bank? 

Mr. Hotuanp. You said much of the needs of Latin America you 
understood were being met by the Export-Import Bank. 

Mr. Gary. Yes; and I asked for an explanation of that program. 

Mr. Houuanp. I said earlier in my testimony, Congressman, that 
it was a source of pride to us and to them that the Latin American 
countries, save these three that are experiencing the very difficult 
circumstances that I have described, do not want grant aid from 
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the United States and do not want soft loans, and the governments 
have so advised us affirmatively. 

Mr. Fernanpez. They don’t want charity. 

Mr. Hotuanp. They won’t want charity. If there is any generali- 
zation that is true of a Latin American, it is that he wants to stand 
on his own feet and he is confident that he can, and that quality is 
very apparent in our dealings with the other members of this American 
family. 

There is a need of capital in these countries for development. 
There is a great need for sound banking credit. Because of those 
considerations that L have described, at the Rio Economic Conference 
last November the United States assured these countries that through 
the Export-Import Bank we would undertake to make to them sound 
developmental loans where the project was one for which capital was 
not available from private sources and where the project was one for 
which capital was not available from the international bank. We 
have no desire to impair the opportunity or the activity of private 
enterprise anywhere in this hemisphere. 

We have no desire to eliminate the international bank, which is an 
excellent institution and has a splendid record of performance. There- 
fore, with the qualifications that I have made, we have told them that 
we will undertake to meet their needs for sound developmental loans 
where the money is not forthcoming from one of these two other 
sources. 

How much, Congressman Gary, the Export-Import Bank will lend 
pursuant to that policy, I cannot tell you. 

We have not, although some people felt that we should, set up a 
figure as to the amount of money that this Government will lend in 
Latin America, because our purpose should, it seems to me, be to 
meet needs of a definable kind rather than have as a purpose the 
putting of any predetermined amount of money into the area. I 
hope | have made that clear to vou. 

Mr. Gary. Yes; I understand that perfectly, but I was wondering 
if there was any estimate as to what, from the transactions thus far, 
the amount probably would be? 

Mr. Hotuanp. No, sir; I can give you figures on what it has been. 

Mr. Gary. What has it been so far? 

Mr. Houuanp. And they are very interesting. I am going to 
give you figures from memory, and then if you will permit me I will 
correct them if they are wrong in the record. 

| will compare the first 6 months of 1954, activities of the Export- 
Import Bank, with the 9% months following that period, in other 
words, January 1, 1954, to the end of June 1954, and July of 1954 to 
April 15, 1955. 

The reason I picked those two periods is that this policy was 
developed and put into effect about July 1, 1954, so the figures will 
indicate the change brought about by the policy. 

If my memory doesn’t fail me, during the first 6 months of 1954 
the Export-Import Bank authorized credits of about $40 million for 
Latin America, and during the second period that I have defined, 
heginning on July 1, 1954, and ending April 15, 1955, the Export- 
Import Bank authorized credits to Latin America of about $380 
ae and all of those credits satisfied the conditions that I have 
defined. 
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Mr. Fernanpez. That is about 10 times more. 

Mr. Ho.uanp. Just about. 

Mr. PassmMan. Mr. Fernandez, do you have any general questions 
before you get down to the dollars? 

Mr. Fernanpvez. Did you state what the change of policy was? 
I am not sure I understood that. 

Mr. Ho.tuanp. The policy put into effect, Congressman Fernandey, 
at about the time I indicated, was that from that point forward this 
Government would in good faith do its utmost to satisfy applications 
for sound loans for economic developmental purposes where the project 
was one for which capital would not logically be forthcoming from 
private sources—private investors are not going to invest in roads, 
irrigation system, and projects of that nature—and where the project 
was one for which money was not reasonably forthcoming from the 
international bank. 

The international bank does not lend money to private borrowers 
without the guaranty of a government. There are a number of fields 
in which the international bank traditionally does not operate. 

Mr. Fernanpez. Did the change in policy include liberalization of 
the Export-Import Bank with respect to repayment and with respect 
to what would be used for collateral and the character of the loan? 

Mr. Ho.tuanp. I believe it is accurate to say, sir, that the policy, 
with the results it has achieved, necessarily required, and has resulted 
in, a liberalization and intensification of the activities of the Export- 
Import Bank in all of the respects to which you have referred. 

Of course, I could not attempt to analyze all the loans, but I am 
generalizing and I think the generalization is accurate. 

Mr. PassMan. Mr. Natcher? 
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AWARENESS OF PEOPLE OF GUATEMALA TO UNITED STATES ASSISTANCE 


Mr. Natcuer. Do the people in Guatemala know that the United 
States are spending millions of dollars in assisting them at this time’? 
Mr. Hotianp. They do. I was there in February and traveled 
over a good deal of the country. I believe that the knowledge that 
the United States is squarely behind this liberation government and 
that we are doing everything that we think is constructive to assist 
the Guatemalan people on the road to recovery is pretty widely spread. 

Mr. Natcuer. Among the people, not the leaders? 

Mr. Houuanp. That is right, among the people. 

Mr. Natcuer. Mr. Secretary, does that condition exist all down 
through the Latin American countries that we are assisting at the 
present time? 

Mr. Houuanp. Yes, I believe so. That again is a generalization 
because in some countries we do not have development assistance 
or technical aid programs. 

Mr. Natcuer. In all of the countries where we do have this type 
of program, in your opinion do the people in these countries understand 
what is being done for them by the United States? 

Mr. Houuanp. Yes, they do. 


QUESTION AS TO CONFLICT OF PROGRAMS 


Mr. Natcuer. Do we have any conflict in programs throughout 
. z > 
any of the Latin American countries where we have technical assistance 
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projects from the United Nations Organization conflicting with any 
of the programs operated out of this particular department? 

Mr. HoLianp. Our policy, as I said in my first statement, is to do 
our best to avoid any such conflicts, and Mr. Hardesty, | believe, 
sho as you know is responsible for the actual implementation of these 
programs, can cover it with greater precision than I. 

Mr. NatcHer. What do you do to see that there is no conflict? 
For instance, I have talked to a man within the last few months who 
just returned from one of these countries. He informs me that on 
one side of the street he has been operating a certain type of program, 
and within a block the technical assistance program of the United 
Nations Organization is operating an identical program. 

Do you find that condition existing anywhere down through Latin 
American countries that we are assisting under this program? 

Mr. Harpesty. If that exists in any country, sir, I would like to 
know the country, because if it does exist we are not aware of it. 

I might give you some background ov that. There are reasors to 
have a multilateral agreement. In other words, there are reesors in 
certain. fields that it is probably better to have projects with the 
United Nations and the Organization of American States than with 
one country, with the United States. We support those projects. 

As far es the Latin American region is corcerned, I have discussed 
this matter with each ore of the country directors. I do know that 
in each country where there exists a multilateral program, as well as 
our own. program, that our country director meets regularly, sometimes 
for lunch every week, with the people of the United Natiors or the 
Organization of American States, and they discuss the problems that 
confront the Nation. 

That is for two reasons. One of them is to prevent the situation 
of which you spoke, and the other is to supplement the work of the 
one with the other for the bevefit of the country concerned. 

I think I can say that our people are quite corscious that there is 
a possibility of duplication, and are alert to avert it if it is possible. 

| know of no such cases. 

Mr. Natcuer. From your experience have you found any dupli- 
ration at any time? 

Mr. Harpesty. Exact duplication, no, sir. We have people in 
agriculture in both fields. 

Mr. Narcuer. That is the field to which I have reference. 

Mr. Passman. Will you yield? 

Mr. Narcuer. Yes. 

(Discussion held off the record.) 

Mr. Harpesty. I would hate to say there is no duplication. These 
fields are so broad. Where does one stop and one start? 

If you are going into experimentation with seeds, for example, 
are you going to stop at one point and not put the seed in the ground? 
_ Mr. Narcner. There is a possibility of duplication, and especially 
in the field of agriculture. Is that correct at the present time? 

Mr. Harpesry. I think it is quite possible. I think that there is 
very little and that efforts are being made to eliminate what may now 
PXISt. 

TRAINING PROGRAM 


Mr. Narcuer. In your general statement to the committee you 
state that the Department plans to increase the number of grants 
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available for training Latin American personnel outside of the par. 
ticular country from some 1,258 to 1,478. 

Mr. Harpesty. Yes, sir. 

Mr. NaTcHER. Along what lines do you train these people? 

Mr. Harpesty. Sir, these lines include all of our technical assistance 
fields. They include agriculture, natural resources, forestry, trans- 
portation, labor, education, community development, public admin- 
istration. 

We have certain criteria for the awarding of training grants to par- 
ticipants, which are that they will be used in this field when they 
return to their home countries. 

Mr. Narcuer. Does the time vary as to the type of training? 

Mr. Harpesty. Yes, sir. 

Mr. Narcuer. What period of time does it take for the average 
course of training under this particular phase of the program? Is it 
6 months—3 months? 

Mr. Harpesty. Average of all participants? 

Mr. Narcuer. Yes. 

Mr. Harpesty. My judgment would be that it would be approxi- 
mately 6 to 7 months. 

Mr. Natcuer. Thank you, Mr. Chairman. 

Mr. Harpesty. It will vary from 6 weeks to a year. 

Mr. Passman. Do you have any general questions, Mr. Denton? 

Mr. Denton. Yes. 


(eA eS 
LIDAMNAILO 


FUNCTION AND WORK OF TECHNICIANS 


I wonder if you could tell us just what you do under the technical 
assistance program? I notice you have technicians. 

What kind of program do they carry out, through whom do they 
work, and what do they do? 

Mr. Harpesty. We have in Latin America generally what is 
known as the servicio system. As was mentioned before, we operate 
with a country in any particular field only on the request of that 
country. If the country requests assistance and technical coopera- 
tion, we try to meet that request. 

The servicio is a semi-autonomous unit set up in an appropriate 
ministry. 

For example, an agriculture servicio would be under the Minister 
of Agriculture of that country. It would be a unit within the ministry. 

It would be composed of United States and host country technicians 
in the field of agriculture. 

Mr. Denton. How many agricultural people would you send into 
Bolivia, for example, and with whom would they work? Would they 
work with the farmers or with the officials? 

Mr. Harpesty. They would work with both, sir. They work with 
the officials in planning and they work with the farmers in their proj- 
ects in the fields, 

Mr. Denton. Like our county agents do here? 

Mr. Harpesty. Yes, sir; very much like the county agent system. 

In fact, we have projects where we are trying to “develop a similar 
system in ‘these countries to develop county agents among the nationals 
of the country to help and supervise the produc tion of crops. 
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Mr. Denton. Does the country to which you send them help pay 
these county agents, as we will call them? 

Mr. Harpesty. Yes, sir. The amount of money that we invest is 
always smaller in a servicio than the amount of money and services 
contributed by the country. 

Mr. Denron. Suppose it was an engineering problem? What 
would you do on that? 

Mr. Harpesty. Engineering, sir; is pretty broad. Sometimes 
that is the question of hiring a consultant in a specific narrow technical 
line in which competence in that country is not available. 

Mr. Denton. Perhaps my question was too broad. What other 
kinds of technicians do you have other than agriculture? 

Mr. Harpesty. We have technicians basically in education, public 
health, agriculture, industry, mining, transportation, community 
development, natural resources. 

Mr. Denton. Let us take mining. How would they work in 
mining? With whom would they work? Would they work with 
the government, with the employer, or with the miners? 

Mr. Harpesty. First we have to work with the government. This 
is on a government to government basis and not on a private industry 
basis. 

I can give you an example in the mining field in Brazil. 

We have made an arrangement with the Geological Survey at the 
request of the Brazilian Government to make exploration in certain 
fields in Brazil and to cooperate with them in planning for the eco- 
nomic development of certain mineral potentials in that country. 

Mr. Denton. Work in the same way that geologists work in this 
country? 

Mr. Harpesty. Of course it is not as broad there as it is here. 
There are relative ‘ly few people there. They are in the category 
primarily of consultants and operating engineers who actually get 
out in the field and make tests. 

Mr. Denton. What would you do with industry, for instance? 

Mr. Harpesry. Industry again is pretty broad. 

Mr. Denton. I took that because you used the word ‘industry.’ 

Mr. Harprsty. Well, it is a generic word, of course. 

May I give you an example? 

Mr. Denton. Yes. 

Mr. Harpesty. Let us take the manufacture of shoes, for example. 
In many countries the shoe manufacturing business is at a very 
elementary, primitive stage. Many of them are made by hand. It 
would be a question of seeing what could be done to improve the 
quality of the shoes, what machinery would be needed, and to advise 
and guide the country in establishing the kind of shoe industry based 
on the knowledge of our technicians. 

Mr. Denton. In Bolivia what do these people do who get the 
surplus food? What kind of work do they do? 

Mr. Harprsty. They do not do any special project. 

Mr. Denton. Let me explain the question. You said that the 
Government provided food for Bolivia and it got to the people who 
needed it. What is the occupation of these people involved? 

Mr. Harpesty. They are normal occupations. 

Mr. Denton. What are they? 
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Mr. Harpesty. In industry the basic industry, of course, is mining. 

There are farmers, there are merchants, and ‘other occupations tho 
same as it is in our country. 

Mr. Denton. Does.that involve the tin mines? 

Mr. Harpesty. Basically, but there are others. 

Mr. Denton. Are those people in want now? 

Mr. Harpesty. I do not believe they are in want now. I belieyp 
their diet is sufficient. It is not at the level of the diet of an Americay, 
It is quite low. 

Mr. Denton. Were they in want before our developmental assist. 
ance program started? 

Mr. Harpssty. Yes, sir. 

Mr. Denton. Who owns those tin mines? 

Mr. Harpesty. At the present time they are Government owned. 
The Bolivian Government has the tin mines. 

(Discussion held off the record.) 

Mr. Denton. Why can’t they get dollars for the tin? 

Mr. Harpssty. They can and do get dollars for their tin, but with 
the price of tin and the cost of production in Bolivia, the dollars are 
insufficient to mect the needs of the country. 

Mr. Denton. Then these agricultural products that come from 
America are sold to these people who work in the tin mines? 

Mr. Harpesty. And to people in all other occupations. 

Mr. Denton. And all other occupations? 

Mr. Harpesty. Yes, sir. 

Mr. Denton. And that money goes to the government? 

Mr. Harpesty. It goes to the government in a fund which is 
jointly controlled by our representatives and representatives of the 
Bolivian Government, and plans are made for the expenditure of that 
money for the economic betterment of Bolivia. 

Mr. Denton. What are some of the things they spend it for? 

Mr. Harpesty. I have a list here. These funds become known as 
counterpart funds, as you know, sir. 

Mr. Denton. Give some. 

Mr. Harpesty. Land clearing for resettlement in the Santa Cru 
and Beni areas, for agricultural credit, livestock improvement, water 
development, farm-to-market road construction, road maintenance 
environmental sanitation in the new areas of settlement. 

Mr. Denton. That is enough. 

Mr. Gary. A proposal was made to close out our tin program some 
time ago, and I understand later a different conclusion was reached 
Why wouldn’t it be a good idea for us to discontinue our tin smelting 
in this country and buy more tin from Bolivia and in that manner give 
them the money which they need? 

Mr. Harpesty. There is no tin smelter in Bolivia. The one in 
Texas City is the only tin smelter in this hemisphere. 

Mr. Houxianp. And the one in Texas City smelts largely Bolivia 
ore. 

Mr. Gary. We buy the ore from Bolivia and smelt it there? 

Mr. Houuanp. Yes. 

Mr. Gary. Then it would hurt them if we abandoned that program 
rather than help them? 

Mr. Harpesty. Off the record. 

Discussion held off the record.) 
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Mr. Denton. What was this $15 million to be used for in Guatemala? 

Mr. Harpesty. I don’t believe I mentioned it before, sir. I have 
q list of the contemplated projects in Guatemala as they have been 
worked up with our technicians and members of the Guatemalan 
Government. 

In transportation, the Pacific Slope Highway and Atlantic Slope 
Highway. 

In the field of health and sanitation there is a $700,000 contribution 
hy the United States to the Roosevelt Hospital, which is in Guatemala 
City. 

There are also projects in agriculture and natural resources, in the 
field of rural development, and in community development the ‘re is a 
self-help housing project which is to be started to meet a dire need 
in Guatemala which overlaps in the field of sanitation. 

Mr. Denton. Is it the same type of housing project we have here? 

Mr. Harpresty. Not exactly; no, sir. 

The aided self-help housing project is one in which the eventual 
occupant of the house participates in the building. They are built 
as much as possible with indigenous materials, by the materials which 
- made available and can be found in the country itself. 

-- Denton. Broken down, how will you spend that? 

Me Harpesty. How is it bronken down? 

Mr. Denton. Do we have a record here to show how the Guate- 
mala money is broken down? 

Mr. Harpesty. No, sir, we haven’t that at this particular time. 


BREAKDOWN OF PROGRAMS FOR LATIN AMERICA 


' Mr. Gary. Mr. Chairman, I was going to ask for a breakdown for 

solivia, Guatemala, and Haiti, similar to that appearing on page 12 
of the supplementals presented us this morning. 

I notice you have a breakdown there for Bolivia. You can put that 
table in the record, and there should be a similar table for Guatemala 
and Haiti. 

Mr. Harpesry. We will furnish that to you, sir. 

We have it available but we did not have it available when this 
was made up. 

We will be glad to furnish it, sir. 

Mr. Passman. Without objection I should also like to insert in the 
record page 3 of the revised justifications. That gives a breakdown 
for the past 3 years. 

(The justification pages referred to are as follows:) 
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LATIN AMERICA 


Total programs (excluding military assistance)—Summary by country 


[In thousands of dollars} 





Program 


Fiscal year Fiscal year 
1954 1955 





Bolivia Sp icaeniisl 7, 479. 11, 973. 22, 507.9 

; 2, 265.6 | 3, 012. 3, 485, 5 

1, 409. 8 | 1, 803. 2, 354.9 

Colombia_- Se hee eeraa 1, 186. 1, 064. § 1, 550.7 

Costa Rica : 737. 861.9 1, 052, ] 
Cuba all 157. 448. 621 

Dominican Republic ‘ 166. 350. 433. 7 
Ecuador : 1, 311. 1, 398. 1, 605. 
Se I i ahi 8 csi hake 5 kerma 513. 942. 1, 006 
Guatemala | 187 5, 100.0 | 16, 830 

997. 


2, 658. 9 | 4, 03,7 
Honduras goad eiciiehee x | 1, 076. 1, 133.0 1, 053 
, 1, 344. 1, 416. 6 1, 762 
Nicaragua 505. 764.1 | 910.1 
I 8 oh cit as ahead decent ihe nsepe es beleishan pleats Radiol oath ce eloadbdind 1,111. 1, 060.0 1, 268 
Ss aT ee ee eee 1, 198. 1, 508. 2 | 1, 453. 
tee eee oe eras oe Seite Het eaae aia 2, 408. 2, 413. 4 2, 704. 7 
CIN. ccbalad an ass  cettubasteia haben ted ~ ae 144. 303. 6 | 425.9 
Venezuela ro 111. 204 9 175.1 
UGS Tis 56 cca wbecoc dibs dcp dbdécnnaans Rs 1, 022. 555. 4 | 1, 095.0 
Regional projects ss 1, 113. 1, 076.6 1, 199.4 


NONOWKFAONAOCON SF WDHLWOMIN DW 


26, 448.8 1 40, 050. 9 68, 000. ( 
693. 3 1, 500.0 1, 500. ( 


Total programs other than military assistance... -__..--| 7, 142.1 


41, 550. 9 | 69, 500 


BOLIVIA 


1 Includes $2,282.0 thousand programed in this area from savings in prior year program for support of forces 
in Cambodia, Laos, and Vietnam. 
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MILITARY ASSISTANCE PROGRAM IN LATIN AMERICA 


Mr. Denton. I notice you list the money spent under the heading 
of development assistance. I understood that was used only where 
there was no military program and it was used in defense support. 
Now I understand that there is a military program for South America, 

Why call that development assistance 4 

Mr. Harvesty. The military program, sir, is not development assist- 
ance. 

Mr. Mourpnuy. That is not the question. Mr. Denton refers to the 
fact that previously it was explained that where there was a military 
program in a country, the economic type assistance was called defense 
support. 

Here we have called it development assistance. Do we have a mili- 
tary assistance program in either Guatemala, Haiti, or Bolivia, Colonel 
Critz? 

Colonel Crrrz. We have just signed a bilateral agreement with 
Guatemala. 

As far as Bolivia is concerned the answer is “No.” 

Mr. Muruy. Does that answer it? 

Mr. Denton. Bolivia, Haiti, and Guatemala do not have a military 
program. We have a military program with other South American 
countries. 

Colonel Crirz. In Haiti we have a very small one. 

Mr. Denton. That is all. 

Mr. Passman. Mr. Taber? 


BREAKDOWN OF PROGRAM FOR OVERSEAS TERRITORIES 


Mr. Taser. Can you give me a breakdown of that item for overseas 
territories, the names of these countries that will participate and the 
amounts? 

Mr. Harpesty. Yes, sir. 

Mr. Taser. And tell me what they are. 

ue. Harpesty. Can I give you the countries and the amounts first, 
sir ? 

Mr. Taper. Yes. 

Mr. Harpesty. In the fiscal year 1956 program, we are asking for 
British Guiana, $295,000. 

Surinam, $300,000. 

Barbados, and the Windward and Leeward Islands, $85,000. 

Jamaica, $165,000. 

British Honduras, $110,000. 


REGIONAL PROJECTS 


For the overseas territories we also have a regional fund which is 
for vocational training in Puerto Rico and for housing programs. 

Mr. Wiceieswortu. Is that a regional project ? 

Mr. Harpvesty. This is peculiar to the overseas territories. 

Mr. Taser. You mean that is a regional project ? 

Mr. Harpesry. We conduct this project for the whole area of the 
overseas territories. 

Mr. Taser. Puerto Rico— 
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Mr. Harpesry. For training in Puerto Rico. This is for all of 
them and not broken down for any particular territory. 

Mr. Taser. How much ? 

Mr. Harpesty. A total of $140,000. 

Mr. Taner. That is in the regional picture? 

Mr. Harpesry. It is regional for the overseas territories. All the 
figures I have given you pertain to the overseas territories program. 

“Mr. WiceLeswortH. You have overseas territories and then you 
have regional projects. Are the regional projects distinct from what 
you are telling us about now ? 
’ Mr. Harpesry. Yes. We have no better word for it than regional 
projects to encompass the overall aspects of the overseas territories 
rogram. 

The total for 1956 is $1,095,000. 

Mr. Taper. What is this regional project business ¢ 

Mr. Harpestry. That is generally for training. 

Mr. Taner. Can you break it down into countries / 

Mr. Harpesry. Page 508 of the large presentation book. 

Mr. Taser. It is vocational training in Puerto Rico? 

Mr. Harpesty. Yes. Do you have page 508 of section III? 

Mr. Taner. I have it here now. 

Mr. Harpesty. In the lower part of the left-hand column, regional 
overseas territories program for fiscal year 1956. 

Mr. Taper. I thought it did not relate to our own setup but it related 
to other countries, 

Mr. Murpuy. It is aid that the United States is extending to this 
group of overseas territories, Mr. Taber. 

Mr. Taper. What is the group of overseas territories ? 

Mr. Mcrruy. Those mentioned—British Guiana, Surinam. 

Mr. Taner. You mean Puerto Rico is a clearinghouse / 

Mr. Murry. That is merely the location where the training takes 
place. It is not assistance to Puerto Rico. The school to which they 
go happens to be in Puerto Rico. They come to that school from these 
locations that Mr. Hardesty gave you—Honduras, British Guiana, 
Jamaica, Barbados, and so forth. Puerto Rico is just a central train- 
ing place. 

Mr. Harpesry. It would be easier if we set up a training program 
covering many fields in one place than it would be to set up several 
different schools in all the different places 

Mr. Roonry. It would appear from your statement that you have 
more than one place. United States, Puerto Rico, Panama Canal Zone, 
and Latin American countries. Isn’t that correct according to your 
statement ? 

Mr. Harpestry. That is true. But that pertains to the overall tech- 
nical-cooperation program. At the present time I have referred to 
regional projects as they pertain to the overseas territories. 

Mr. Roonry. They all goto Puerto Rico? 

Mr. Harpesty. On vocational training. If training is requested in 
a field in which Puerto Rico does not have the competence or there 
may be a special reason, they, of course, can be brought to the United 
States for training, too. 
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BRITISH GUIANA 


Mr. Taper. I have been wondering why these people in Britis) 
Guiana need this assistance. 

Mr. Harpesry. May I speak off the record on that? 

Mr. Passman. Certainly. 

(Off-the-record discussion.) 

Mr. Harpesry. Is there anything you want to add to that, Mr. 
Holland? 

yh Hotianp. I have no comment to add to what Mr. Hardesty has 
sal 

REMISSION OF FUNDS 


Mr. Taper. Are there any countries in South America or Central 
America that permit funds to be remitted out of their country in pay- 
ment of their obligations? 

Mr. Harpesry. Are there any countries that permit the remission 
of funds? 

Mr. Taper. Yes. 

Mr. Harpesty. Yes; there is a free rate of exchange for every 
country. 

Mr. Hottanp. If you do not mind, I will comment on that. You say, 
do they permit funds to be remitted in payment of their obligations! 

Mr. Taper. Yes. 

Mr. Ho.uanp. Yes; they all do. 

Mr. Taser. They do? 

Mr. Hottanp. Yes, in payment of their obligations. I do not believe 
we have a defaulted obligation in any country—and I will check on this 
to be sure—but I do not believe a defaulted obligation now exists in any 
country except certain bond issue of Bolivia and we are working with 
them today with respect to those issues. And every one of them is cur- 

rent in its obligations to the International Bank and to the Export- 
Import Bank. So, governmental obligations, I assume that is what 
you are talking about 

Mr. Taser. Well, I wonder. Brazil will not at this time permit the 
payment of anything upon its American investments there. 

Mr. Hotianp. No, sir; that is not correct. 

Mr. Taper. ~— neither will Argentine; and as I understand it, 
Chile would not. I do not know about the rest of them. I guess Vene- 
zuela and Colombia might. 

Mr. Hotianp. You are talking now, not about the remission of funds 
for Government obligations but about the remission of funds to send 
profits of American businessmen home. 

Mr. Taper. Yes. 

Mr. Ho.tianp. In Brazil, they have a multiple exchange system, 
whereby profits can be remitted, but the number of cruzieros that you 
have to pay per dollar remitted is greater than the number of cruzieros 
that you have to pay for the dollar that is to be used for some other 
purposes. If my memory does not fail me, they have some five differ- 
ent categories for the purchase of dollars. 

In Chile, there is a somewhat similar system, but under it, the profit 
of copper companies, under conditions, can be remitted. 

I would like to go off the record for a moment. 

(Off the record discussion. ) 
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Mr. HoLtanp. Back on the record. 

I do not recall any restrictions in Panama, Venezuela or in Peru, 
where United States investments are large. I have spoken of Bolivia, 
Chile, Brazil, and the Argentine. And in the Carr ibean area—there is 
none in Cuba, none in Haiti, and none in the Dominican Republic. I 
believe that about covers the list. 

Mr. Taser. That is all I have. 

Mr. PassMAN. Any questions, Mr. Wigglesworth ? 

Mr. WicetesworrH. No further gener: al questions. 

Mr. PassMan. Mr. Ford. 

Mr. Forp. Mr. Secretary, I would like your comment on this ques- 
tion, off the record. 

(Ott the record discussion. ) 


OIL RESOURCES IN GUATEMALA 


Mr. Forp. Now, Mr. Secretary, would you care to comment on the 
existence or potential of oil resources in Guatemala ? 

Mr. Hotuanp. Over the years, there have been a number of explora- 
tions for oil in Guatemala, with the result that—and I do not want 
to try to hold myself out as able to talk in the vernacular of the indus- 
try—but with the result that it is believed that there are structures 
there favorable to the accumulation of oil and gas. Whether that is so 
nobody knows. But it is considered a ionanie: area. The Govern- 
ment has, during the past several months, and with the assistance of 
experts whom they have employed in the United States, been engaged 
in drafting a petroleum code. ‘Their purpose in doing that is to estab- 
lish legal bases, which will make it attractive for pr ivate enter prise to 
enter the country and develop there a petroleum industry 

The indications are that the draft law, which is under study, will 
prove to be a workable and practical law, and that it will be one that 
will be effective to attract private enterprise to the country for the 
purpose of exploring and developing an oil industry; and the indica- 
tions are that private enterprise is interested in going there; and that 
isa bright facet in the picture in Guatemala, because there could be no 
question but that when companies do go into that country, with the 
employment and expenditures involved in a serious exploration pro- 
gram, that will immediately have a favorable effect on the economy 
of the country; and if they are successful in developing a petroleum 
industry in there, why, of course, that will be a very powerful factor 
in strengthening the economy of the country. 

Mr. Forn. It would seem to me that if those resources are available 
and that if American industry is anxious to develop them, that the 
impact upon their economy would be far greater than the kind of 
funds we are talking about in this budget. 

Mr. Horzanp. I think that is true, Congressman Ford. 

Now, let me add another statement, and I am afraid it will be a little 
bit repetitive, but we are satisfied that the factors are present in the 
Guatemalan picture to justify any reasonable person in concluding 
that the time when Guatemala will, as it should, be completely self- 
sustaining, and have a strong economy, that that time is not too far in 
the future. Guatemala has alw ays had a good economy and would 
not be in the state of crisis in which it now finds itself, had it not 
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been for the devastation that the Communist regime spread through 
the economy of the country. 

Mr. Forp. Because of the potential impact from non-United States 
governmental sources, that might result from the oil and gas explora. 
tion and development, it would be wise and very desirable to expedite 
this particular aspect of the program. Now, is that being done? 

Mr. Houianp. Yes, sir. You are talking of the Government pro. 
gram ? 

Mr. Forp. Yes. 

Mr. Hotianp. We have kept in very close contact with the dey elop- 
ments in this field as we have, Congressman, with the dev elopments 1 in 
every field, and this Gov ernment really has made a terriffic : attempt 
to reconstruct the economy of that country. We have kept in contact 
at the request of the Government and we have attempted wholeheart- 
edly to cooperate with this Government and do everything we can 
to make their efforts effective, and to make them produce e results r ap- 
idly. Isay, without any reservation, that I am satisfied that the Presi- 
dent of Guatemala and his close associates in the Government, in good 
faith and resourcefully, are pressing forward in the matter of de- 
veloping and arriving at a workable practical, and modern petroleum 
law. 

PROGRAM IN VENEZUELA 


Mr. Forp. There is one thing that I have been wondering about, 
and that is the program you have in Venezuela. We received, the 
Members of Congress, some monthly publications put out by the Ven- 
ezuelan Government, and even a casual reading of that monthly bul- 


letin will indicate that they are doing very w ell. 

Mr. Hotianp. That is true. 

Mr. Forp. I notice within the budget presentation, we have son 
small amount going into the development of a program for Gia 
zuela; in view of their favorable economic condition, and their devel- 
opment, why should we have that in here? 

Mr. Hoxiztanp. I would be happy to comment on that, and Mr. 
Hardesty may have a statement he will want to make following that. 

Venezuela has available very substantial sources and quantities of 
money. Venezuela is embarked upon a program which they describe 
as sowing the oil. The income that they derive from their oil indus- 
try, which is their principal source of dollars, they are determined 
to plow back into their country, in the form of roads and irrigation 
systems and those capital investments necessary to bring about an 
enduring, strong economy in that country. 

Regardless of the availability of dollars, they need technical 
know ‘ledge as well. ‘Their success in business is just as dependent upon 
the access to sound technical knowledge and experience as upon their 
access to capital. Through our tec hnical cooperation program, we 
are able to furnish, in specialized fields, technical knowledge, which 
is enormously useful to that Government. 

The Government of Venezuela, I can say, is very appreciative of 
the quite small contribution in terms of dollars that we are making 
in this technical field. 

They contribute, Congressman, $44 for every dollar we contribute 
under this program and their efforts in this field are rendered more 
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successful, considerably more successful, by that small contribution 
of 1 to 44 that we make in this field. 

I had a talk in San Francisco with the Foreign Minister of Vene- 
muela on this subject, and he went out of his way to express to me, as 
a representative of my Government, the appreciation of his Govern- 
ment and the appreciation of his President for our contribution in this 
form to their strong efforts to carry forward the progress of their 
country. He pointed out to me that, to them, the ae of this contri- 
bution in technical assistance from us is far greater than the number 
of dollars involved. 

Mr. Forp. I can appreciate, I think, the whole situation, but off the 
record. 

(Off the record discussion. ) 

Mr. Passman. Mr. Hand? 


POSSIBILITY OF CARRYING ON PROGRAM THROUGH ORGANIZATION OF 
AMERICAN STATES 


Mr. Hanp. Mr. Secretary, assuming the validity of this program, 
has any consideration been given, or is it possible or feasible to carry 
on the program entirely through the Organization of American States 
rather than to have two or three different bites at it, through the 
United Nations, the bilateral agreement, and so forth ? 

Mr. Hoxtxanp. I do not think so, because in the Organization of 
American States there, the work that is done—and I am going to ask 
Mr. Hardesty to comment on this because I only have about one point 
I want to discuss: The work that is done in the Organization of Amer- 
ican States is of a nature that is useful in a large number of countries, 
whereas in the bilateral programs, we can go to a country and tackle 
the problems that obstruct its development, but may be of very little 
interest to a number of the other countries. 

Mr. Hann. Do you have anything to add to that, Mr. Hardesty ? 

Mr. Harpesty. If I may go off the record ? 

Mr. Hanp. Certainly. 

(Off the record discussion. ) 

Mr. Hanp. Back on the record. 


ASSISTANCE TO BRITISH AND DUTCH GUIANA 


_ Mr. Secretary, I am concerned about this small amount of help that 
is being made to overseas territory, and particularly with respect to 
British Guiana, which is a British Territory, and the Dutch Guiana, 
which belonds to the Dutch. What are the reasons why the United 
Kingdom or Holland could not do the things there for their territory, 
that we are doing in their stead ? 

Mr. Hotianp. Will you comment on that, Mr. Hardesty ? 

Mr. Harpestry. Yes. , 

May I go off the record ? 

(Off the record discussion. ) 

Mr. Hann. What is the program in Dutch Guiana that we are 
attempting to do? 
_ Mr. Harpesty. In Dutch Guiana we have programs in agriculture, 
in industrial mining, in health and sanitation, in education, public 
administration, and community development. 
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Mr. Hanp. But for a long period of time, historically, the Dutc) 
have been carrying on some kind of a program in Dutch Guiana. |} 
that is so, I do not see why they do not have the know-how, and they 
have the money. 

Mr. Harpesty. May I ask Mr. McCall to comment on that ? 

Mr. McCatu. I may be able to answer that question in part. The 
Dutch and the people of Surinam themselves are contributing $65 
million over a 10-year period to the development of that country. The 
Dutch also have a large number of technicians involved. The United 
States program, in the total amount of some $300,000, is for techni- 
cians’ services that have been requested to supplement ‘the technician 
skills which they have available. 


POSSIBILITY OF RECEIVING PRODUCTS IN EXCHANGE FOR ASSISTANCE 


Mr. Hanp. Mr. Secretary, in South America, of course, one of the 
reasons for this program is that South America has some things we 
need in this country and which we do not produce here. For example, 
tin and coffee. Is there any feasibility at all to the suggestion that we 
get—for some of this money—that we get from them some exchange 
for it in the way of coffee, tin, bauxite, and other things? 

Mr. Hotitanp. As you know, all the countries that are benefited by 
this program are making contributions, which, in most instances, sub- 
stantially exceed our own. In most of the countries benefited by these 
programs, dollars available in the local economy are the dollars that 
they earn, and are simply insufficient to meet their own needs, all 
their needs, for dollars. Those dollars are earned by exportations. 

Mr. Hanp. Why not try to sell their coffee, which they produce, 
when they have all kinds of schemes to restrict production, and we 
need it? And at a very high price. This may sound like a silly sug. 
gestion, but could you not. say to them, that you have got so many 
metric tons of coffee which you cannot dispose of in the general mar- 
ket ; we will take it in consideration for an equal amount ‘of dollars in 
this program. 

Mr. Hotianp. If we were to take coffee in payment of our contri- 
bution to the Brazilian program, unless we simply stockpiled that 
coffee from this country, which we have never done with foreign ag- 
ricultural products, it would have the effect of displacing coffee pro- 
duced and sold by coffee-producing countries in the markets of the 
world, with the result that, to the extent that we might have accepted 
coffee in consideration of the payment of our contribution, we would 
have commensurately reduced the dollar earnings of that country: 
and, as I say, the coffee-producing countries do not have at their dis 
posal at present adequate earnings in dollars, to meet their domestic 
needs, asa rule, and certainly that is the case in Brazil. 

Mr. Hanp. Very gener ally speaking, what is the climate for invest: 
ment in Latin America? Are we hampered with a great many restric 
tions: or can American dollars find investment opportunities there 
readily without too mony restrictions? I am referring to private 
dollars. 

Mr. Horianp. Very generally, the climate for investment of dollars 
in Latin America is favorable. One must realize, of course, and I 
am sure you do, that no two of the Latin-American countries are 
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exactly alike in any respect. The Latin-American countries vary most 
widely as between themselves in almost any respect that anyone might 
want to compare. 

Mr. Hanp. In other words, it is very difficult to get a very definite 
answer, so far as individual countries are concerned ¢ 

Mr. Harvesty. Off the record, Mr. Chairman. 

(Off-the-record discussion. ) 

Mr. PassMANn. Any further questions, Mr. Hand ? 

Mr. Hann. That is all, Mr. Chairman. 

Mr. Passman. Will it be necessary for you to get the permission of 
the British Government before you make the request for this program 
in British Guiana ? 

Mr. Harpesry. We got the permission. 

Mr. Passman. Of course, that is a possession of Great Britain. 

Mr. Harpesry. That is right. 

Mr. PassmMan. Do you go in and give them this money without get- 
ting the permission of the British Government ? 

Mr. Harpesty. We are not giving the money to them. This repre- 
sents the salaries of the technicians. 

Mr. PassMan. Yes. 

Mr. Harpesty. And we have an agreement with the British Govern- 
ment. 

Mr. PassMAN. Yes. 

Mr. Harpesry. As we have agreements with all other countries. 

Mr. Passman. Mr. Secretary, was there some further statement you 
wanted to make? 


Mr. Hotianp. I would like to say one thing, in conclusion, and off 
the record if I may. 

Mr. Passman. Yes. 

(Off the record discussion.) 


COST OF TECHNICIANS 


Mr. Taser. If you will turn to section 3, page 366, it appears that 
this technician setup is going to cost the Government of the United 
States $30 million. There you have a setup of 793 employees at a cost 
of $11,578,800, or approximately $15,000 apiece. 

We have contract services covering 185 people at $3,228,300, and 
that is something in the neighborhood of $18,000 apiece. 

You have the trainee setup, 1,478, at a cost of $4,840,000, or in the 
neighborhood of $3,500 apiece. Those costs look pretty elaborate. 
Why are they on such an elaborate scale as that, especially your 
trainees? JI just do not understand why they should cost $3,500 
apiece. I do not understand how the other people are as high as they 
are, one bloc at $15,000 apiece and the other bloc at $18,000 apiece. It 
seems as if there was something missing in the management of this 
setup. 

_ Mr. McCauu. If I may answer in the order of the figures you gave, 
iirst on the technicians, the number of 793 refers to those we antici- 
pate to be actually on duty as of June 30, 1956. During the course of 
the year there will be short-term consultants, and other rotating per- 
sonnel. Your division amounting to $15,000 appears to be roughly 
correct. Included in this amount, in addition to salaries, of course, is 
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the transportation of the technicians and that of their dependents ay 
household effects, their allowances, and other costs. 

Mr. Taser. How much do you have right now actually in that 
picture ? 

Mr. McCat. It is about 600 as of April 30, 1955. I will refine tha; 
figure for the 1 or 2 variants for the record. We anticipate reaching 
the figure of 635 at the end of this fiscal year. 

Mr. Taper. You do have an actual figure as of April 307 

Mr. McCatu. Yes. 

Mr. Taper. What is it? 

Mr. McCaux. Just a moment and I will look it up for you. The 
actual on board, as of April 30, 598 technicians. 

Mr. Taser. How many of the other group ? 

Mr. McCatx. Are you speaking of administrative personnel 

Mr. Taser. No; contract services. 

Mr. McCauu. It was 62 as of April 30, 1955. 

Mr. Taper. Your figure of 793 will not be reached before close to 
the end of the year, if then; isthat right ? 

Mr. McCatu. That will be the figure as of the end of the fisea] year 
1956. It isour best estimate at this time. 

Mr. Taser. The average will be about 700? 

Mr. McCatu. That would be averaging out the two figures, the 
end of June 30, 1955, and 1956. 

Mr. Taser. Your average on your contract setup would be probably 
140? 

Mr. McCatu. Roughly 140 or 145, by that averaging method. 

Mr. Taper. So those figures that I gave would be too low on the 
cost of that setup ? 

What is the money for “Other costs” ? 

Mr. McCatu. The other costs are for essential supporting services 
for the technicians. 

Mr. Taser. What would they be ? 

Mr. McCaut. I can read a list of the items included in “Other costs.” 

Mr. Taser. What would they be? Would they include transporta- 
tion and board and lodging and so forth ? 

Mr. McCauu. They include the following: State support costs, cost 
of local personnel, local transportation, office rent, utilities, heat, ment 
power, telephone, certain items of office furniture and equipment, cer 
tain communication costs within the country and that type of thing 
in support of technician services. 

Mr. Taser. Where is your overhead in Washington carried ? 

Mr. Murrny. U nder the general heading of ““ Administrative ex- 
pense,” for which we have a separate appropriation. You understand, 
do you not, that the cost shown for the technicians includes not only 
salaries but also his allowances, his quarter allowances, and transpor- 
tation of not only himself but his dependents and effects to and from 
the location of duty. 

Mr. Taser. These participants at $3,500 apiece sound terrifically 
liberal to me and elaborate. 

Mr. Murprry. Likewise, that would include transportation, a round 
trip. 

Mr. Taser. It is all in their own country. It should not be any 
such figure as that. 
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Mr. Murpuy. They are coming out of that country to the United 
States mostly. 

Mr. Tarver. Coming over here ? 

Mr. Murpuy. Yes. 

Mr. Taper. It includes that ? 

Mr. Mureuy. Yes. The figure includes transportation to and from 
the United States. It includes per diem, the tuition at the university 
or other school here, books, and that kind of expense. 

Mr. Taner. What do these fellows over there from this country, 
the United States technicians do, as these people come here to get their 
training ¢ 

Mr. Murrny. It is the difference between formal training, Mr. Taber, 
that they receive at the universities in this country and on-the-job 
demonstration of techniques which are given to them on the spot by 
the United States technicians that go to those countries. 

Mr. Hanp. What do you pay on the average a technician, excluding 
all other costs? What salaries do they get on the average ? 

Mr. Harpesry. Very roughly about $7,500. 

Mr. Hanp. I wonder if it would be too much trouble for you to 
supply the breakdown of the makeup of the $3,500 figure for the 
Tramees., 

Mr. Murpny. Yes. 

Mr. Harpesty. We would have to doa typical one. 

Mr. Hann. A typical case. How much for transportation and how 
much for books, tuition, and so forth. 

(The information follows :) 

The United States costs incurred for a typical participant in the training pro- 
cram are summarized in the table below. In this instance, the budgeted trainee 
s coming to the United States from Peru for 7 months of study in the agriculture 
field. ‘The total costs chargeable to the training of this participant would be 
$3,548.00, 

International transportation i irate wiih cs . $688, 00 
Travel within the United States 350. 00 
Books and equipment 50. 00 
Tuition i 200. 00 

100. 00 


_ Mr. Navcuer. Gentlemen, thank you very much. We stand ad- 
journed until 1:30 o’clock. 
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TurEspay, JUNE 28, 1955, 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


WITNESSES 


GEORGE L. WARREN, ADVISER ON REFUGEES AND DISPLACED 
PERSONS, DEPARTMENT OF STATE (ICEM) 

Cc. D. JACKSON, FORMER MEMBER, UNITED STATES DELEGATION 
TO UNITED NATIONS GENERAL COUNCIL (UNREF) 

CHRISTOPHER PHILLIPS, DEPUTY ASSISTANT SECRETARY OF 
STATE ON INTERNATIONAL ORGANIZATION AFFAIRS (UNREF) 

LAWRENCE A. DAWSON, CHIEF, ESCAPEES PROGRAM DIVISION, 
FOREIGN OPERATIONS ADMINISTRATION (ESCAPEE) 


FOREIGN OPERATIONS ADMINISTRATION 


JOHN E. MURPHY, CONTROLLER 

COL. DAYTON H FROST, CHIEF, INTERGOVERNMENTAL REFUGEE 
PROGRAM DIVISION (ICEM) 

CLEMENT J. SOBOTKA, EXECUTIVE OFFICER, ESCAPEE PROGRAM 
DIVISION (ESCAPEE) 


Mr. PassMan. The committee will come to order. 

Mr. Murruy. Mr. George L. Warren, adviser on Refugees and Dis- 
placed Persons, Department of State, will present the justifications on 
the request for contribution to the Intergovernmental Comunittee for 
European Migration. 


GENERAL STATEMENT 


Mr. Passman. Do you have a general statement that you would like 
to make? 

Mr. Warren. I would like to have a statement inserted in the record 
at this point. 

(The statement referred to is as follows:) 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The purpose of the Intergovernmental Committee for European Migration is 
to increase the movement out of the overpopulated countries of Europe of 
migrants and refugees who are unlikely to be absorbed by the economics of those 
countries. By supplying ocean transport and technical services the Committee 
assists additional thousands to migrate who would not otherwise do so. Because 
of the lack of capital to provide employment or of land available for cultivation, 
Austria, Germany, Italy, Greece, and the Netherlands face the need of securing 
the emigration of some 3.5 million pecple in the next 5 to 10 years to Australia, 
Canada, New Zealand, the United States, and the Latin American countries. 
Italy faces the need for securing the emigration of 300,000 persons annually, the 
Netherlands 60,000, Greece 30,000, Austria 20,000 (mostly refugees), and Ger- 
many, in spite of a high level of employment, is unable to provide land for some 
60,000 peasant families comprising over 250,000 individuals. Some 175,000 
migrants are currently moving out of Europe annually without international 
assistance either at their own expense or as a result of subsidies in transporta- 
tion supplied directly by their own governments. 

The Intergovernmental Committee for European Migration was organized in 
1951 on United States initiative in response to a number of reports and legislative 
actions by the Congress. The Committee has 26 member governments. Com- 
munist and Communist-controlled governments are excluded from membership 
by the constitution. Section 101 (a) (2) of the Mutual Security Act of 1951 
provided the basis for United States participation in the Committee in calendar 
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rear 1952, and section 534 of the act as amended, the authorization for par- 
ticipation in 1953 and 1954. Section 405 (a) of the Mutual Security Act of 1954 
authorized continuing United States participation. Organized initially on a 
provisional basis the Migration Committee is now functioning under a constitu- 
tion Which gives it more formal status and stability, and an anticipated lifespan 
f3to5 years. The constitution has been accepted by 20 of the 26 member 
governments, including the United States. 

The Migration Committee moved 77,664 migrants in 1952, 87,527 in 1958 and 
121,222 in 1954. Included in the total of 286,413 migrants moved over the 3 year 
period were some 110,000 refugees. The persons moved by the Committee would 
not otherwise have been moved. They were added to the flow of 175,000 migrants 
who move out of Europe annually without international assistance. 

To increase the volume of movement the Committee has acted to improve gov- 
ernmeltal procedures in the preselection, selection and processing of migrants in 
the emigration countries and in their reception and placement in the immigration 
countries. At the request of member governments the Committee has furnished 
skilled technicians to increase the effectiveness of the public administrations of 
emigration and immigration countries. Other services such as vocational and 
language training and the dissemination of information about opportunities for 
emigrants have been provided cooperatively with the emigration and immigra- 
tion countries. All of these services applied at both ends of movement have 
served not only to increase the flow of migrants but substantially to improve 
the quality of immigrants selected and to reduce waste, expenditure and con- 
fusion in the migration process. Approximately one-third of the migrants moved 
in 1954 have consisted of the wives and children of migrants who proceeded 
overseas earlier without their families. 

The voluntary agencies have played an important role in assisting the Migra- 
tion Committee to expand the flow of movement. They have developed new op- 
portunities for immigrants in the receiving countries, secured employers and 
sponsors for migrants, and, assisted by the Committee, have operated revolving 
funds which make it possible for the migrants to contribute both in advance of 
movement and after arrival to the cost of their own movement. Substantial pro- 
gress has been made in placing a larger proportion of the total movement on a 
self-payment basis. Approximately 40 percent of the migrants moved now pay 
all or a substantial part of the costs of their transportation. 

The Committee is planning to move 142,165 migrants in 1955. Most of this 
movement will be to Australia and to Latin America, but the total includes an 
estimate of 34,530 refugees who are expected to receive visas under the Refugee 
Relief Act of 1953 to be moved to the United States. This latter estimate is of 
those who will require assistance in transportation to the United States, who 
constitute only a part of the total numbers who will receive visas under the 
act during calendar year 1955. 

The Congress in appropriating funds for the United States contribution to 
the Committee for calendar year 1955 required that all migrants moved to the 
Western Hemisphere at the expense of United States contributed funds should 
have a security clearance based on reasonable standards established by the 
Committee. This condition of contribution was readily accepted by the con- 
cerned member governments, and procedures are now in effect by the Commit- 
tee to insure that no migrant is moved to the Western Hemisphere without a 
security clearance. The operation of these procedures is under constant observa- 
tion by the Department of State. 

The estimate for movement in calendar year 1956 is 174,350 including 63,000 
to the United States under the Refugee Relief Act of 1953 who will require as- 
sistance in transportation. The estimated budget of the Migration Committee 
for 1956 is $54,736,618 of which $2,545,507 is for administrative expenditure 
and $52,191,111 is for operational expenditure. Contributions to the administra- 
tive expenditure are obligatory upon member governments in accordance with 
a fixed percentage scale. The United States share is 31.32 percent, $790,989. 
Contributions to the operational expenditure are voluntary and consist of con- 
tributions of free funds for movement and of reimbursements by governments for 
specific movements undertaken at their direction. The proposed United States 
contribution to operational expenditure for 1956 is $11,709,011. This contribu- 
tion to the operational expenditure assists the Committee to meet the deficits 
arising from partial reimbursements by governments for the costs of move- 
ment. The emigration countries in Europe reimburse the Committee at 
the rate of $60 for the movement of an individual migrant, and the immigra- 
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tion countries also reimburse the Migration Committee in varying amounts. 
Australia $75, Colombia $50, and Brazil $20. Canada reimburses the Commit. 
tee for the full cost of all movement to Canada under official schemes. ), 
proposed total United States contribution requested $790,989 to administra. 
tive expenditure and $11,709,011 to operational expenditure, is $12,500,000 foy 
‘alendar year 1956. This represents an increase of 19 percent in dollars oye; 
1955 appropriation compared with the increase of 22.6 percent in movemen 
(142,165 in 1955 and 174,350 in 1956). 

Mr. Warren. This Committee was organized largely on the initia. 
tive of the United States in 1951 at Brussels and has now been operat- 
ing 3 years. Itisin its fourth year. 

This request is for $12,500,000 to cover the United States contribu. 
tion to the Committee for the calendar year 1956. The Committee is 
now engaged in expediting and increasing the movement of migrants 
and refugees out of Europe, chiefly from the overpopulated countries 
of Germany, Austria, the Netherlands, Italy, Greece, and Trieste. 

In 1952 it moved 77.664; in 1953, $7,527; in 1954, 121.222. We ex. 
pect to move 142,165 this year and the estimate for movement for 1956 
is 174,350. 

The Committee started with 15 member governments in 1952 and 
now has a total membership of 26. There are no Communist govern- 
ment members in the Committee. They are excluded by the constitu- 
tion which the Committee adopted in 1954, which has now been ac- 
cepted by 20 of the member governments including the United States, 

All the governments have paid their dues and contributions and none 
of them are in arrears. The budget of the Committee is divided into 
2 parts, 1 the administrative budget, which for 1956 is $2,545,507. Our 
percentage of that is 31.52; $790,989. The balance of our contribution 
goes toward operations, the actual movement of people, and that move- 
mnet is financed in this way: The emigration governments from which 
the migrants and the refugees depart pay a fixed rate per migrant 
leaving. The immigration governments pay varied rates for the mi- 
grants they receive “and the free funds of the Committee—and the 
United States contribution is largely of that character—supply the 
deficit in the actual receipts by the Committee from the various gov- 
ernments in reimbursements for specific movements. 


PERCENTAGE OF U. 8S. CONTRIBUTION TO OPERATION 


Mr. Gary. What is the percentage of our contribution to operations! 

Mr. Warren. It all depends on what you compare our contribution 
to. Our operational contribution is about 44 precent of the cash con- 
tribution of all the governments to operations. But in addition to 
that, the Committee has other income, such as from the migrants them- 
selves. and roughly our percentage of the total of the cash contribu- 
tions from governments, other sources of income, and the credits given 
to gov ernment members is 22.43 s percent. If you apply the requested 
United States contribution of $12,500,000 tothe total budget of the 
committee for 1956, it is 22.43 percent. I can give you that also ina 
chart. It all depends on which category of income to which you apply 
our contributions. 


REASON FOR INCREASE FOR 1956 


Mr. Passman. Your request for this program for this fiscal year 
1956 is $12,500,000? 
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Mr. Warren. Yes to cover the contribution for calendar 1956. 

Mr. Passman. What did you have for this program last year, the 
fiscal year 1955 ¢ 

Mr. Warren. $10,500,000. 

Mr. PassMAN. You are asking for an increase of what ? 

Mr. Warren. About $2 million. 

Mr. PassMan. For what reason, sir? 

Mr. Warren. Because the number of persons to be moved is much 
higher—174,350. In 1954 we moved 121,222. 

Mr. Murpny. The table on page 548 will show the increased move- 
ments for the various calendar years. 


UNEXPENDED BALANCE 


Mr. PassmAn. Out of the 1955 appropriation what is the unexpended 
balance ? 

Mr. Murpny. $7,716,368 as of April 30. Of prior programs, there 
was on April 30, $679,000 unexpended, making a grand total unex- 
pended under the program of $8,596,198. 

Mr. Passman. Which is about 85 percent of what you had for 1955 ? 

Mr. Warren. That is correct, but you understand that this unex- 
pended balance is for the calendar year 1955 program. Payments are 
made at the beginning of each quarter of the year. 

Mr. Passman. With those large unexpended balances why would 
you want an increase in this appropriation ? 

Mr. Warren. We fully expect to spend all the 1955 appropriation 
before the end of the calendar year 1955. 

Mr. PassMAN. You expect in 1955 to spend what was given you in 
1954? 

Mr. Mureny. Substantially. 

Mr. Passman. How do you arrive at the large unexpended balance? 

Mr. Mureny. The $10,500,000 covers the calendar year 1955. April 
30 was only 4 months after that calendar year passed. There was still 
two-thirds of the year to go. 

Mr. Passman. But on that basis you still have approximately 
$1,600,000 unexpended because you have $8,396,000 out of the 
$10,500,000 appropriation. 

Mr. Murrny. As Mr. Warren says, he expects all of it will be spent 
by the end of the calendar year. 


OBLIGATIONS 


Mr. WiccieswortH. May we have an unobligated balance figure? 

Mr. Passman. Yes. I would like the unobligated balance figure. 

Mr. Murreny. The $10,500,00 this year is fully obligated. There is 
a small $10,000 item from the prior year, the calendar year 1954 pro- 
gram unobligated. 

Mr, PassMan. Will you tell the committee the last obligation you 
marked up against the appropriation for the calendar year 1955? 
_Mr. Murruy. The full amount of the contribution to this organiza- 
tion, $10,500,000. When we pledged the contribution we obligated it. 

Mr. PassMan. It may or may not be that you will spend the funds 
this year? 

Mr. Murpuy. Experience shows that we probably will. 

Mr. Warren. We fully expect to spend it. 
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FUNCTIONS OF COMMITTEE 


Mr. Taser. Who is running this intergovernmental Committee fo; 
your European migration ? 

Mr. WarRREN. Mr. Harold H. Tittmann, Jr. He was former A)). 
bassador to Peru. 

Mr. Wiceieswortu. This is entirely distinct from the United Na. 
tions, as I understand it ? 

Mr. Warren. The Committee is not one of the specialized agencies 
of the United Nations. It is organized outside the United Nations 
but works very closely with the other bodies of the United Nations. 

Mr. Wiccieswortn. It is an intergovernmental Committee of whic 
the United States member is the present Chairman, or the President. 
or whatever his title may be. 

Mr. Warren. The Director is an American, Mr. Harold H. Titt- 
mann, Jr. 

Mr. WiccieswortH. It functions as an intergovernmental Commit. 
tee as distinguished from a United Nations activity ¢ 

Mr. Warren. It isnot a member of the United Nations organization. 


NUMBER OF MIGRANTS IN 1955 AND 1956 


Mr. Wiceieswortu. Looking at section 3548, I notice in the current 
fiscal year you expect to move about 142,164 people, and out of that 
49,000 plus apparently are going to Australia. 

Mr. Warren. The movement to Australia, Mr. Wigglesworth, is in- 
creasing right along rather rapidly. I think by the end of this year 
it will perhaps be 55,000, 38 percent of the total movement. 

Mr. Wiceiesworrnu. Of the total apparently in 1955, 34,000, or about 
25 percent, were moved to this country. 

Mr. Murrny. That is correct. 

Mr. Wiccteswortn. And the balance of 75 percent are distributed 
between Argentina, Australia, Brazil, Canada, Chile, Israel, Uruguay, 
Venezuela, and other countries; is that correct ? 

Mr. Warren. That is correct. 

Mr. Wiceresworrn. Next year you contemplate moving 174,()00! 

Mr. Warren. Yes. ; 

Mr. Wieeieswortu. And perhaps 30 percent would come to this 
country, according to your present outlook ? 

Mr. Warren. As experience develops during the year, Mr. Wiggles- 
worth, we expect that there will be some shift in that distribution in 
1956. We expect a lower movement to the United States and a much 
higher movement to Australia. 

These are the Committee’s best estimates at the moment. There has 
been quite a notable shift during 1955 toward Australia. 

Mr. Wiceieswortn. [ notice that several of these agencies are deal- 
ing with the refugee and migrant problems. As I understand it, your 
function is the movement of such refugees or migrants that can get 
visas / 


Mr. Warren. Yes. 
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RELATIONSHIP WITH OTHER AGENCIES 


Mr. WiceiteswortH. You have nothing to do with screening; your 
function is one of movement ¢ 

Mr. Warren. We have to engage in screening also because the Con- 
vress in the appropriation last year required that all migrants moving 
tothe Western Hemisphere at the expense of United States contributed 
fands must be screened on the basis of reasonable standards by the 
\igration Committee, and a system of screening for security has been 
established by the Committee this vear and the Department of State is 
watching the operation very closely and is satisfied that it is now oper- 
ating satisfactorily. It needs constant observation. 

Mr. WiceLeswortH. Just so that my understanding may be clear, 
[ understand that there is a United Nations program under the High 
Commissioner which in general terms looks after the refugees in 
Europe ¢ 

Mr. Warren. That is relief assistance to refugees in establishing 
them where they are. 

Mr. WiaeLeswortu. Then there is the escapees program which is 
looked after by another agency on the ground. 

Mr. Warren. Yes. 

Mr. WieetrswortH. And you might handle people under either 
program in terms of moving them to Australia, or some other country ? 

Mr. Warren. That is correct, and we are moving them from the 
overpopulated countries, particularly Germany, Australia, the Nether- 
lands, Italy, and Greece. 

Mr. WiceteswortH. And you say the increase requested here is 
simply a mathematical increase in proportion to the estimated number 
to be moved ? 

Mr. Warren, I think the increase in money is slightly less than the 
increase in movement. The increase from 1955 to 1956 is 19 percent 
in dollars and 22.6 percent in total movement. Our contribution has 
worked out roughly each year to somewhere in the neighborhood of 
S70 to $75 per head. 

In 1953 it worked out to be $77; in 1954, $67; in 1955, $73. We 
expect in 1956 it will be about $71, so our contributions which are 
related to the actual movement achieved have been constant in terms 
of per capita cost to the United States. 


OFFICIALS OF BRITISH NATIONALITY 


Mr. Rooney. I had planned to ask a number of questions with regard 
to the ICEM program which I have supported since its inception. 
However, there is a roll call vote on the floor at the moment, and from 
there I must proceed to the Senate side for a conference on the Com- 
merce appropriation bill. So, Mr. Warren, you will have to forego 
the pleasure of the numerous questions that I intended to ask, and in 
particular how it is that the British who do not contribute to this 
program, have all of the top jobs in it? That is a fact, is it not? 

Mr. Warren. No, Mr. Rooney. 

Mr. Roonry. Do they contribute to the program ? 

Mr. Warren. They do not contribute to the program. ‘They are 
hot a member, 
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Mr. Roonry. But do they not have many of the top jobs in th 
program ? 

_ Mr. Warren. I think there are six British nationals in the orgap. 
ization. 

Mr. Roonry. But are not the top people British nationals? 

Mr. Warren. There is one top person who is a British national, 
He is in charge of operations. 

Mr. Rooney. I would like you to insert at this point in the record 
the names and the fact that they are British nationals, their titles jy 
the organization and salaries. I have all the information right here 
in a large envelope, but unfortunately between the roll call vote and 
the conference on the Commerce bill, I will have to forego the oppor. 
tunity to inquire further. 

Mr. Warren. I will supply the information for the record. 


Intergovernmental {Committee for European Migration, list of officials of British 
nationality, as of May 31, 1955 


Name | Title 





Miss S. Baverstock............| Committee secretary, Geneva___.______- 

Mr. P. Gibson 2 | Chief of liaison mission, Athens__-__ pean 

Mr. C. Grierson Rickfor« | Chief of Department of Operations, Geneva_-_-_-_-__---__- 

Miss J. Nippress.._....------ Budget officer, Geneva. ‘ 

Mr, E. Rahardt Deputy Chief of Department of Plans and Liaison, Geneva- 

BR A: BOG a vnicdete nunwcuns | Special temporary assignment, Department of Finance, Ge- 
} neva. 

Mr. C, Wyatt Port officer, Genoa ---_- swe A ala hE 

Mr. K. H. Summers-_- - =| IRO trust fund office, Hong Kong: Chief of mission.__-___- 


1 Income taxes are reimbursed. 


The United Kingdom is not a member of the Intergovernmental Committee for 
European Migration. Representatives of the United Kingdom have explained that 
the failure of the United Kingdom to join the organization has been due to 
budgetary reasons. The United Kingdom has been obliged to reduce substan- 
tially its contribution toward the movement of Britishers to Australia and de 
sires to restore this contribution before joining in a similar activity of moving 
non-British nationals overseas to countries of resettlement. The British nationals 
employed by ICEM have had long experience in the migration field and are indi- 
vidually well qualified for their positions. All were former members of the staff 
of the International Refugee Organization. They constitute 8 out of a total of 
134 officials employed by the Migration Committee. 

The office in Hong Kong is maintained at the expense of the IRO trust fund. 
The expenses of the office are shared jointly with the Office of the United Nations 
High Commissioner for Refugees. 


Mr. Rooney. Please also explain how it is that although they are not 
members of the program they have these positions. 

Mr. Warren. I can only point out in this brief moment, Mr. Rooney, 
there are now three members of the British Commonwealth—Canada. 
New Zealand, and Australia. 

Mr. Rooney. They participate in the program ? 

Mr. Warren. They are members of the committee, and it has been 
an advantage to have a British national of fairly high level. 

Mr. Roonry. That is not the way I understand it, and that is not in 
line with a report that I have from the Subcommittee on Immigratio! 
of the Judiciary Committee of the House of Representatives, Mr. 
Walter’s committee. 

Thank you. 
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HANDLING OF REFUGEES 


Mr. PassMan. Mr. Warren, what do you have to do with the refugees 
oming into the United States? 

Mr. Warren. The Migration Committee moves refugees getting 
yisas under the Refugee Relief Act who require assistance in move- 
ment. You will notice in 1955 there is an estimate of movement to the 
United States of 34,530. That has no relation, or very little, to the 
number of visas that will be issued under the Refugee Relief Act in 
Europe. ‘That is the figure of those who get visas who also need assist- 
ance in movement. 

COST OF MOVING MIGRANTS 


Mr. PassmMan. What would the cost comparison be under this pro- 
gram and the other program ¢ 

Mr. Warren. Cost of movement ? 

Mr. PassMan. Cost to the United States and other countries. 

Mr. WarrEN. This is the only organization that moves people, Mr. 
Chairman. 

The cost of movement to the United States is about $160. I am giv- 
ing an average cost. To Australia it is about $302. To Brazil, $166. 
To Canada, $161. To Chile, $243. To Venezuela, $158. 

Are those the figures that you want ? 

Mr. Passman. What was the cost to the United States ? 

Mr. WarreN. Between $153 and $160. 

Mr. PassmMan. Isthat transportation cost ? 

Mr. WarrEN. Solely transportation. That is the cost of ocean trans- 
portation. 

CONTRIBUTIONS 


Mr. Forp. On this chart which was submitted, Mr. Warren, I notice 
inthe fourth column, under the title “Cash Contributions, Operations,” 
I believe Paraguay was omitted as a cash contributor. 

Then in the fourth column, under title “Credits Allowed for 
Processing and Reception Expenditures,” United States, Belgium, 
Denmark, France, Norway, Sweden, and Switzerland were omitted. 

Would you give us in each instance the justification for the omission / 

Mr. Warren. Yes. The committee has cash income from govern- 
ments which is directly based on movement from their respective areas 
or to their respective areas listed in the column titled “Cash Contribu- 
tions to Operations.” 

The committee also has other income, such as contribution from the 
migrants, but in addition to that, and included in those charts, I think 
itis the fourth column, are credits. 

_ The emigration countries are given credit of $55 for costs which they 
incur directly, covering the cost of processing the migrant for actual 
shipment. 

Mr. Forp. What nations fall under that emigration category ? 

Mr. Warren. Emigration countries are Austria, Germany, Greece, 
Italy, Netherlands. 

Mr. Forp. None of those countries fall in this list ? 

Mr. Warren. The immigration countries which receive these people 
get a credit of $20 per head for their direct costs, in that credit col- 
umn, for receiving a migrant. 
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Mr. Forp. What countries are those / 

Mr. Warren. Argentina, Australia, Brazil, Canada, Chile, Coloy). 
bia, Costa Rica, Israel, Paraguay, Uraguay, and V enezuela. Para- 
guay makes no contribution in cash. 

Then you will find other countries, such as Belgium, Denmark, 
France, Luxembourg, Norway, Sweden, Switzerland, and the United 
States which are neither emigration nor immigration countries, and 
they are characterized in the Committee’s discussions as sympathizing 
countries. 

In other words, they are concerned in the Committee's objective to 
reduce the overpopulation of the European area. 


MOVEMENTS TO THE UNITED STATES 


Mr. Forp. If I read the chart here correctly I would say that our 
sympathies are more than ethereal. We are taking quite a few. 

Mr. Warren. Yes, we are both a sympathizing and an immigration 
country, really. In contrast there is no movement from or to Bel- 
gium, Denmark, France, Norway, Sweden and Switzerland. They 
are so-called sympathizing countries. They are neither emigration 
countries nor immigration countries. 

Consequently they contribute to the administrative expenditures of 
the Committee but do not loom up very lar gely in the columns which 
cover the cash contributions to operations nor in the credits for proc- 
essing, or reception. 

Mr. Forp. In other words, we as a Nation are sympathetic and a 
recipient / 

Mr. Warren. We are a recipient country but it doesn’t make much 
sense for us to claim in this financial setup a credit of $20 for every 
immigrant we receive, because most of the reception cost in this coun- 
try is taken care of by the voluntary agencies rather than by our 
Government. 

Mr. Forp. That brings up the question I really wanted to get to, 
which is: Primarily from what source of funds do we actu: ally pay 
for, in any way whatsoever, those who come to the United States! 

Mr. Warren. We make our obligated contribution of 31.32 percent 
toward the administrative expenditure. 

Then the balance of our contribution, taking 1955, for instance, the 
balance is $9,865,475. We make that contribution to the so-called free 
funds of the Committee. That contribution is used in part to meet 
the deficit which the Committee faces in moving, let us say, someone 
under the Refugee Relief Act from Germany to the United States. 

On such a movement Germany contributes to the Committee 36” 
because a person has left Germany. 

The balances of the $160 or $153 that it costs to move the person { 
the United States comes out of our contribution. 

Mr. Forp. Offhand I do not recall, but what is anticipated to be 
the total movement to the United States under the Refugee Relief 
Act in calendar 1956? 

Mr. Warren. Roughly, the movement under the Committee is work- 
ing out to be about "30 to 40 percent of the numbers which receive 
visas, 
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\ much larger number of the persons who receive visas under the 
Refugee Relief Act are in actual experience able either directly from 
‘heir own funds or through the help of their sponsors to pay their 
own way; they get their own transportation, and they do not appear 
in these figures at all. 

We are dealing in this Committee only with those who need assist- 
ance 10, transportation. 

Mr. Forp. The question was, however, how many do we expect, if 
you know, will come to the United St: ites in calendar 1956 under the 
Refugee Relief Act? That i is, the total, not just the numbers set forth 
jere’ I am talking about the total number out of the 214,000, the 
igure authorized by ‘law. 

Mr. Warren. In calendar 1956? 

Mr. Forp. Yes. 

Mr. Warren. I do not deal directly with the Refugee Relief Act, 
but Mr. McLeod fully expects to issue visas to the total number 
eigible under the act. 

As of this moment about 36,000, if I remember correctly, have 
already received visas. 

subtracting that from the 209,000 you have about 170,000 left. 

Roughly I ‘would say that there may be 70,000 more coming in dur- 
ing the balance of calendar 1955 and 100,000 probably in calendar 
1956, “There may be a slippage on that. 

Mr. Forp. Using the round figure of 70,000 that you expect to come 

ito the United States under the Refugee Relief Act in calendar 1956, 
63,000 are coming in under this program 

Mr. Warren. 36,000 already have received visas, and they are in 
transit now reaching the United States. I think that was as of June 
|). Lam going now simply from memory. 

Roughly there will be an additional fifty to seventy thousand that 
vill be visaed and start for the United States in the balance of calen- 
dar 1955, leaving approximately 100,000 to be visaed in calendar 1956. 

Mr. Foro. According to this chart 63,000 will come to the United 
‘ates under this program. 

Mr. Warren. This number will need at least some assistance in cal- 
endlar 1956, 

When they get such assistance it is done on a revolving-fund basis. 
That is, the migrant or refugee is given his passage, and he signs a 
note at the same time to cover the passage, and over a course of 2 or 3 
years he repays the amount of his note. 


CREDIT TO THE UNITED STATES AS RECIPIENT NATION 


Mr. Forp. The point I am trying to get at is this: It appears that 
i substantial number of the Refugee Relief Act immigrants coming 
to the United States in calendar 1956 will come to our country under 
this program, That isa fair assumption, is it not ? 

Mr. Warren. Yes, on the basis of the figure as it is. 

Mr. Forp. We are not getting any credit in this program as a recip- 
lent country, are we, in the budget allocation ? 

Mr. Warren. No. If we merely asked to do so we could set up a 
credit of $20 for everyone coming to the United States if there was 
iny purpose served in doing so. 
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Mr. Forp. I can understand why, and as a practical matter we 4: 
sume it makes no difference whether it is out of one pocket or another 

But the fact I want to make is that it distorts your ratio of contriby. 
tions to a very sizable degree in the overall amount, does it not? 

Mr. Warren. To some extent, yes. 

Mr. Forp. Toa very substantial extent. 

Mr. Warren. In 1954 the movement to the United States was only 
7,000 out of 121,000. 

Mr. Forp. I was taking the year 1956, which is the year we ar 
discussing so far as the appropriation is concerned. 

Mr. Warren. It would distort 1 percent. 

For instance, our contribution, our cash contribution to operations, 
constitutes in the neighborhood of 44 to 45 percent of all Government 
cash contributions. This is solely to operations. 

Now, then, if you add to the cash contributions the credits, our per- 
centage then goes down to 31 percent. 

Then if you add the other operational income, that is from the 
migrants themselves, our contribution then becomes 22 percent. 

Mr. Forp. If we took 63,000, which is the figure set forth in calendar 
year 1956, as the number we expect to take in in the United States, and 
gave the United States credit for $20 per person, which as I understand 
it is the figure you use, that would be how much in dollars ? 

Mr. Warren. $1,260,000. 

Mr. Forp. If you were to have a true comparison as to our contribu- 
tion that should be added to our $12,500,000 which you are requesting. 
Is that not right ? 

Mr. Warren. Yes, but then if you related our cash contribution to 
that it would simply get down to almost an absurd percentage, way 
down low. 

Mr. Forp. I didn’t get that. 

Mr. Warren. If you then related our contribution in cash to the 
cash contributions of all governments, plus the credits—do you follow 
me? 

Mr. Forp. Yes. 

Mr. Warren. Our present percentage relationship of our cash con- 
tribution to operations, including the cash contributions of govern- 
ments and the credits, is 31 percent. 

Now if you insert a credit to the United States of $1,260,000, that 
31 percent percentage would be substantially reduced, and it is just 
a figure of information and illustration which would serve very little 
purpose, it seems to me. 

Mr. Forp. I cannot help but feel, not willfully, certainly, but to an 
extent, by not including what we are handling there is a distortion in 
our contribution. 

Mr. Warren. I think the more practical test and measure is cash 
against cash; that is, cash that we contribute as related to the cash 
that all the governments contribute. 

Mr. Forp. But it does not seem to me, as I look over this sheet, that 
the same rules have been applicable to everybody who either makes 
a contribution at the point of emigration and the country that makes 
the contribution at the point of immigration. 

Mr. Warren. That has been a matter of our own convenience. We 
easily could have the credit of $20 for everyone admitted in the United 
States inserted in the figures if we wish to do so. 
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There is a difference, however, in this fact : 

That the reception of the other receiving countries is a matter of 
public expenditure. We here are not involved in any public expendi- 
ture in receiving migrants. 

They are admitted right off the boat, onto the dock, and into the 
hands of voluntary agencies. Lar 

Our only expense in that is the expense of our immigration service 
in looking at their visas. 


REPAYMENT OF LOANS 


Mr. Forv. You mentioned a few minutes ago the fact that our Gov- 
ernment does advance funds on a loan basis. 

Mr. Warren. Yes. That is from our cash contributions to opera- 
tions. The committee does that. We make the contribution to the 
committee. 

Then the committee advances the cash to pay for the ticket, and a 
voluntary agency which is interested in the migrant’s movement takes 
a note from the migrant who repays the voluntary agency, which acts 
as a collecting agency, and the voluntary agency repays the com- 
mittee. 

Mr. Foro. What is the rate of repayment on your loan ¢ 

Mr. Warren. On the loans made in 1952 there has been a repayment 
as of December 31, 1954, of 64 percent. 

On the loans made in 1953 repayment has been 44 percent. 

On the loans made in 1954 as of December 31, the same year, 18 
percent. 

The average repayments over the three years up to date have been 
of percent. 

It varies between countries. Migrants going to Canada and the 
United States are pretty likely to reimburse overall 80 to 85 percent. 

Migrants going to Australia will reimburse roughly 65 to 75 per- 
cent. 

Migrants going to Latin America, where wages are much lower, and 
where the voluntary agencies are not yet spread over the entire coun- 
try, the repayments are at a lower rate. 

Mr. Forp. That is a pretty good record, I must say. 

Mr. Warren. Yes, it is. It is a surprisingly good record. 

Mr. Forp. What happens to the money which is repaid to the com- 
mittee on these loans ? 

Mr. Warren. It goes into the income for that year and it is under 
other operational income. 

Mr. Forp. This budget we have before us here is the new money 
Which is coming into the program ¢ 

Mr. Warren. The new money required, yes. 

Mr. Forp. It does not affect total availability of funds, then, be- 
cause you have this revolving fund ? 

Mr. Warren. No; because in 1956 we anticipate that out of a total 
operational budget, that is leaving the expenses of administration 
aside, out of a total operational budget of $52 million, $26 million, of 
which our contribution is a part, will come in cash from governments 
directly based on movements taking place; $10,600,000 will consist of 
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credits; $15,400,000 will consist of other operational income, such) 
the income from these migrants and repayments. 

And there may be some carryover from the previous year, which 
would make up the total. 


CONTRIBUTIONS FROM MIGRANTS 


Mr. Forp. Looking at this chart which you have submitted, the con. 
tributions from migrants are listed as $7,239,800. 

Mr. Warren. Yes. 

Mr. Forp. Is that income from the revolving fund, payment on the 
loan ? 

Mr. Warren. It is a number of things. It includes repayments on 
the revolving fund for one thing. It would also include prepayments. 

For instance, migrants in the SRC whose families are still in 
Italy, will pay $20, $30, $40, or $50 in advance to start the processing 
of their wives and children in Italy. 

That $30, $40, or $50 payment may be made in 1 year to the com. 
niittee. 

The family may be moved in the following year to the Argentine. 


QUESTION OF PROGRAM BEING ON SELF-SUSTAINING BASIS 


Mr. Forp. How soon will this program get on a self-financing basis! 
1 could visualize that it could very easily. 

Mr. Warren. That is something we dream about but I do not see 
it in the immediate future. 

Mr. Forp. After you get money for the next year or two then you 
start getting more money back on your advances ? 

Mr. Warren. Yes. More money is coming in each year from the 
migrant, but we have this experience ; 

Whereas in 1952 and 1953 most of the movement was to Canada 
and Latin America, where the costs are lower, in the last 6 to 9 months 
Canada has fallen off and Australia is booming. 

Mr. Forpv. The United States looks as though it will have a big 
program in 1956. 

Mr. Warren. Last year there was practically no movement to the 
United States, this year it is picking up and next year it will be greater, 
but the movement constantly is increasing to Australia where the costs 
ara much higher, $312, or something like that as against $165. 


CONTRIBUTIONS FROM MIGRANTS AND UNITED STATES CONTRIBUTION 


Mr. Forp. I think it would be helpful to the committee if you could 
lay out a chart showing, for each of the years that the program has 
been in existence, the percentage of the total operating budget which 

came from your repayments from migrants or your prepayments! 

Mr. Warren. I can give you those actual figures. 

Mr. Passman. If you do have it we will insert it without objection 
at this point. 

(The information referred to is‘as follows :) 
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Contributions received from migrants 


_ ' $500, 000 
3, 107, 773 
3, 384, 004 
7, 239, 800 


Estimate. 


Percentage of total operating budget eacluding carryover 





Per- : | Per- : Per- 
cont Dollars | cant Dollars 


Per- | 
cent 


| 


500,000 | 0.02 | 3,107,773 | 0.093 | 3,384,004 |10.0787 | 7,239,800 | ? 0. 1387 
24, 223, 077 33, 411, 646 |.......-} 42, 951, 820 | | 52,191, 111 ‘ 


Dollars Dollars 





Received from mi- 
grants.....< 


rotal operating budget 


| 
| 
| 
| 
| 


Reflects higher costs of movements to Australia. 
2? Reflects improvements in revolving fund arrangements. 
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OTHER OPERATIONAL INCOME 


Mr. Forp. That will show what we have been discussing but also 
give us an idea of the subsequent years, how quickly this can be a self- 
financing operation, which certainly should be the aim and objective. 

Mr. Warren. If you will just look at the third figure from the bot- 
tom in each year, other operational income, you will see how that has 
grown each year. 

Mr. Forp. I do not follow what you have just said. 

Mr. Warren. Look at 1952, the third figure from the bottom, the 
third item, other operational income. 

Mr. Forp. $6,569,000. 

Mr. Warren. Yes; that was roughly a quarter of the gross, $25 
million; 1953, $7,300,000 out of $30,900,000, roughly a quarter again; 
1954, $8,900,000 out of a total of 39.4. In 1955 it is 11 million 6 out 
of 45 million 6. In 1956 it is 15 million 4 out of a total of 52 million 1. 

Mr. Forp. Would you submit for the record the actual percentages 
after they have been figured out on the basis of the various amounts? 

Mr. Warren. I have not figured out the percentages but I can do 
that. 

Mr. Forp. That is all. 

Mr. PassMan. Thank you very much, Mr. Warren. 

If you will submit that information. 

(The information requested is as follows :) 

Percentages of total of all other operational income to total operating budget 
(income other than from governments) 


Percent 
NE vaca decegscornccachiniine Sie ce pick sas WGI ence es Aceon ig etteel dnc bo lnc, cece cs ce 22 
A ai ck tl teem cat alcatel i i At sede ce ahead tap eta 30 


SUMMARY TABLES 


Mr. Warren. I would like to submit these papers for the committee. 
Mr. Passman. Very well. 
(The papers referred to are as follows :) 
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Intergovernmental Committee for European Migration 


ESTIMATED CONTRIBUTIONS—1956 


Percent- 
; 4 Credits al- 
age scale | Cash con- | Cash con- | lowed for | 


| of con- tributions 
, : ‘ oe Lea : ‘,. | tributions | processing | Cash con- 
Member governments and other sources | tributions | to admin- | to opera- | and recep- | tribution. 


| to admin- istrative | ; : 
| istrative | expenses ome — > 
expenses | penditures 





! 
United States sien otndascirieianinanincécice ata 31. 32 | $790,989 $11,709,011 tee 
Argentina. .........-.. itheaeodnseous 4. 46 112, 637 767, 120 $398, 000 
Australia ainncintiatiiniliaiaiiace tae 6. 29 158, 854 2, 886, 787 773, 000 
Austria ‘ pase oer ihe i .42 35, 862 | 468, 500 | 904, 750 
Belgium. __. ss ; noes 2. 63 66, 421 180,000 |. . oa 
Brazil paid sd se tat sient . 46 112, 637 416, 000 416, 000 
Canada 3 : . ete eos 3. 51 214, 921 | 100, 000 160, 000 
Chile am si a . 02 5, 761 | 53, 000 58, 000 
Colombia ; bs psd cncenal .02 5, 761 30, 000 18, 900 
Costa Rica... .13 3, 282 4, 500 5, 000 
Denmark : ioe kee .16 9, 296 30, 000 hd 
WOOO ae cee ods es Ce ILE de . 51 , 921 100, 000 iat 
Germany 5 ae aledianiasi:e minnie Daidilia ted neha edie 8. 51 , 921 2, 535, 000 2, 406, 250 
et LS .42 35, 862 595, 833 714, 917 
I reese acs i ae . 51 880 97, 750 41, 000 
Italy - ee ; = | . 51 214, 921 3, 576, 562 3, 520,000 | 
L uxembourg ethic uate ;. sein » a 5, 303 2, 500 |... nadatinl 
Netherlands Ee aiinabaedyastewdarieetalie ae a . 63 66, 421 1, 375, 079 965, 250 
Norway . aida ss ' .72 18, 183 20, 000 ees 
Paraguay _.......- = tee ett sate dee .42 10, 607 16, 100 
Sweden Se ad Sa é aaa! 2. 62 66, 421 50, 000 
Switzerland. ____- , . 98 50, 005 93, 000 
Uruguay sGcualons aoe a 12, 880 69, 000 
Venezuela eee D f iia 0% 25, 761 244, 500 227, 000 
Administrative contributions ; 2, 525, 507 
Trieste __. | 250, 350 
Escapee program oes Juknchh a ancay.) Syeee 
Contributions from migrants | 7, 239, 800 
Reimbursements from volunteer agencies_- ....| 2,998, 380 
Near East and Far East fund__...........- = é 274, 325 | 
Trieste fund__ ae ; 
Miscellaneous income_ -- 75, 000 
Carryover from 1955. a tS ae ; 
3, 224, 072 |. . 3, 224, 07 


2, 545, 507 | 41, 508,944 | 10, 682, 167 54, 736, 61 





ESTIMATED CONTRIBUTIONS—1955 








w 


Pr 90m pO Sm 


United States 
Argentina - - 
Australia 
Austria. 
Belgium... 
Brazil__ . 
7 ee 


- 32 $634, 525 | $9,865,475 |_...._...---| $10, 500, 


46 | 90, 357 620,920 | $346, 700 1, 057, { 


29 127,431 | 2,780,147 | 983, 600 3, 
42 | 28, 768 473, 400 1, 013, 100 1,! 
63 53, 282 80,000 ces sscac:. 
46 | 90, 357 243, 600 243, 600 
51 | 172, 408 48, 000 238, 700 
Chile. ia 02 20, 665 2, 480 24, 800 
Colombia-... 02 20, 665 20, 000 9, 000 
J} | eee ars ‘ -13 2, 633 4, 950 

Denmark... 16 23, 501 30, 000 

51 172, 408 |_- calla 

51 172,408 | 2,128,500 | 2 ’ 

42 28, 768 190, 226 476, 675 
. 51 | 10, 333 50, 000 20, 600 
ee 51 172,408 | 3,919,200 2,774,750 
Luxembourg -_ -_ ; soieeiie ' .21 4, 254 |_- y aici i 
Netherlands. a saul . 63 53, 282 1, 822, 331 605, 550 
Norway. ..-..-- 72 14, 586 13, 993 ie : 
Paraguay -.- .42 8, 509 |... 4, 500 
5 on... ; ‘ : 2. 63 53, 282 22, 400 
Switzerland _ --_- i ol 1. 98 40,114 93, 458 | - 

Uruguay oad ‘ ‘ | . 51 10, 333 : ; . 74, 000 
Venezuela . 1. 02 20, 665 ee ; 162, 100 


Germany...-- 
Greece 


™ 00 00 = 


~ 


nN 


Administrative contributions___-__- 100.00 | 2,025, 942 





Intergovernmental Committee for European Migration 


governments and other sources 


Name Bninlegi re ho as a 
thodesia and Nyasaland --_-- 
scapee program _ 
ntributions from migrants - - - ; 
mbursements by volunteer agencies- 
‘ear East and Far East fund.--. 
este fund. : : é 
Miscellaneous income. - - .----- 
irvover from 1954 
\itional contributions required 


Percent- 
age scale 
of con- 


| 


| Cash con- 


| 
| 
| 


tributions 


| to admin- 


tributions | 


istrative 
expenses 


| toadmin- | 


istrative 
expenses 


, 000 
23, 640 


2, 600, 580 


CONTRIBUTIONS—1954 


taly_... 
ixembourg 

eg ne 
.orw iV 


BWODMR. cccadeuss 

Switzerland.......-- 
uguay 

yenezuela 


Administrative contributions------.-- 
rieste 
New Zealand_. 
Eseapee program 
Contributions from migrants 
Contributions from volunteer agencies 
Near East and Far East fund-..-..------ 
Irieste TG ise tL 
Carryover from 1953 
Miscellaneous income 


Total 


.13 
.16 
. 51 
3. 51 
. 42 
51 
. 51 
. 21 
. 63 


»/é 

. 42 
. 63 
. 98 
.51 
. 02 


$634, 308 


, 388 

, 758 

3, 264 
326 

, 049 

, 658 

, 658 

2, 632 
493 

2, 349 
172, 
28, 758 
10, 329 
172, 349 
4, 253 
53, 264 


14, 581 | 


8, 506 
53, 264 
40, 100 
10, 329 
20, 658 


2, 025, 249 


554, 938 
40, 372 


2, 620, 559 


ESTIMATED CONTRIBUTIONS—1955—Continued 


Cash con- 
tributions 
to opera- 
tions 


$56, 000 


18, 200 
1, 164, 600 
3, 384, 004 
2, 706, 524 
820, 582 
403, 298 


me 


100, 000 


2, 673, 648 
2, 868, 257 


}, 604, 193 


57, 509, 872 


1, 032, 301 


, 564, 638 


94, 120 
150, 000 
327, 318 
321, 101 


-Continued 


Credits al- 
lowed for 
processing 
and recep- 
tion ex- 


| penditures 


$8, 500 
6, 500 


9, 021, 


755, 460 
352, 605 
326, 720 
425, 880 


349 | 


16, 280 

saead 2, 520 
2, 340 
30, 000 


s 554, 080. | ; 1, 921, 205 


345, 200 451, 336 
55, 180 20, 740 
053,594 | 2, 654, 465 
209,844 | 
13, 993 
99 400. 
93, 458 + 
7, 200 
106, 140 


380, 824 
28, 000 
349, 171 
3, 107, 773 
, 587, 915 
875, 816 
648, 435 

, 011, 650 
354, 132 


"70, 070 


Cash con- 
tributions 


$85, 165 
35, 033 

1, 164, 600 
3, 384, 004 
2, 706, 524 
820, 582 
403, 298 
120, 000 
3, 197, 288 
2, 868, 257 


48, 226, 048 


$8, 144, 180 
1, 708, 807 
2, 447, 486 

475, 483 
203, 264 
744, 364 
919, 330 
36, 938 
23, 178 

6, 552 

53, 493 
172, 349 

3, 647, 634 
825, 204 
86, 249 

5, 880, 408 
4, 253 
333, 178 
28, 574 
10, 266 
75, 664 
133, 558 
17, 529 


126, 798 


28, 000 
1, 349, 171 
3, 107, 773 
2, 587, 915 
875, 816 
648, 435 
6, 566, 588 
394, 5 


31, 723, 155 


7, 700, 141 | 


42, 043, 855 
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Mr. Passman. Thank you, gentlemen. 


— 


Turspay, JUNE 28, 1955. 
UNITED NATIONS REFUGEE PROGRAM 


WITNESSES 


Cc. D. JACKSON, MEMBER, UNITED STATES DELEGATION TO NINTH 


UNITED NATIONS GENERAL ASSEMBLY 
CHRISTOPHER PHILLIPS, DEPUTY ASSISTANT SECRETARY OF 
STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS 


Mr. Passman. Mr. Murphy, will you present the witnesses for the 
United Nations refugee program, please / 

Mr. Murruy. We have Mr. C. D. Jackson, formerly Special Assist- 
ant to the President, and United States delegate to the Ninth United 
Nations General Assembly. He is now a consultant to the President. 

He will give the committee his comments on the psychological im- 
plications of this program from his background in the United Nations. 

Mr. PassMAN. Psychological so far as it refers to the United 
Nations refugee fund ¢ 

Mr. Murreny. Yes. 

We also have Mr. Christopher Phillips, Deputy Assistant Secretary 
for International Organization Affairs of the Department of State. 
He has a statement he would like to submit for the record. 


STATEMENT OF CHRISTOPHER PHILLIPS, DEPUTY ASSISTANT SECRETARY FOR INTER- 
NATIONAL ORGANIZATION AFFAIRS, DEPARTMENT OF STATE 


This is testimony in support of the request for an appropriation of $1.4 million 
for fiscal year 1956 as a United States contribution to the United Nations refugee 
fund in calendar year 1955. 

The United Nations refugee fund was authorized by a General Assembly reso- 
lution last October. Its establishment marks the beginning of a concerted 4-year 
effort by the United Nations to find a permanent solution to the problem posed 
by some 300,000 unassimilated refugees within the mandate of the United Nations 
High Commissioner for Refugees. The fund consists of voluntary contributions, 
both governmental and nongovernmental. 

The General Assembly resolution establishing the refugee fund specifies that 
the governments of asylum must give assurances that they will assume full finan- 
cial responsibility if any of the refugees within the scope of the program still 
require assistance at the end of of the 4-year period. 

This is called a permanent solutions program because its major objective is to 
assimilate these refugees into the countries in which they now reside—to make 
— useful and productive members of society and to rekindle hope in their 
utures. 

It is a self-help program, and international funds are combined with local funds 
to provide the small assistance necessary to give a start to the refugee on the 
road to becoming a self-supporting and self-respecting human being. 

The program also provides for permanent institutional care for so-called diffi- 
cult cases—those too old, too sick, or too disabled to support themselves. 

Finally, it also provides limited emergency assistance for certain refugees, 
mostly in the Middle East and China, who without such aid face the prospect of 
Starvation, or death by disease. 

The refugee problem in the world is still a big one, and under present world 
conditions a continuing one. Despite the excellent work which is being done by 
the United States escapee program and the work of the Intergovernmental Com- 
mittee for European Migration, there are many thousands of people who will not 
be assisted by any existing governmental or intergovernmental program. The 
most tragic of these are refugees who, 10 years after the war, still live in camps 
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under the most wretched conditions. There are 77,000 such people today jy 
Austria, Greece, Germany, and Italy. A solution to the problem of these cam) 
refugees is the No. 1 priority of the High Commissioner’s program of permanent 
solutions. 

You may wonder just what is meant by permanent solutions. Among other 
things, this means providing credit for small loans to establish refugees as trades. 
men and skilled craftsmen; loans to provide opportunities for purchasing and 
equipping farms and to obtain houses where employment is available. It also 
means vocational training to enable refugees to develop required skills in the 
trades and professions. It provides assistance in employment opportunities and 
arranging, where possible, for emigration. 

Most of the actual operation of the program will be carried out by voluntary 
agencies such as the National Catholic Welfare Conference, the World Council 
of Churches, the Lutheran World Service, the American Joint Distribution Cowm- 
mittee, and the American Friends Service Committee. 

The United Nations High Commissioner will administer the program under 
the close policy direction of an Executive Committee in which the United States 
is a member. The 20 members of the Executive Committee are all governments 
which abhor the tyranny of communism. Neither the U. 8S. 8. R. nor any other 
Communist country is on the committee. They cannot be members of the com- 
mittee because the established criterion for membership is “a demonstrated inter- 
est in and devotion to the solution of the refugee problem.” 

The 4-year program will cost $16 million. It is estimated that $4.2 million of 
government contributions will be required for the first year’s operation. 

Of this sum, approximately $3.2 million will be used for permanent solutions 
and $1 million for emergency assistance. It should be borne in mind that for 
every dollar expended by the High Commissioner from his fund, approximately 
$2 will be available to the program from sources within the countries in which 
the refugees now reside. 

There are three major reasons why the United States should support the High 
Commissioner’s program. First, the United States in countering the spread of 
communism cannot let it be said that the free countries of the world are unwill- 
ing to provide adequate assistance to persons who at the risk of their lives have 
escaped from communism. We cannot afford to have refugees returning to Com- 
munist countries because, in view of their experience as refugees, they come to 
believe that conditions of living behind the Iron Curtain are better than in the 
free world. A freedom which is only freedom to exist in misery in a refugee 
camp is not the kind of freedom which refugees seek or for which we stand. 

Secondly, most of the refugees affected by this program are now in countries 
closely linked in interest to the United States—Germany, Austria, Italy, and 
Greece. Their presence creates difficult social and economic burdens on these 
countries. It is in our own self-interest to help these friendly governments 
solve a problem for which they have to assume primary responsibility because 
of the accident of their geographic location. It is also in our own self-interest 
to encourage these countries to maintain liberal asylum policies. Despite their 
own commendable efforts they need external help. 

Thirdly, and I think most important, the American people and the United 
States Government have never been, and I trust never will be, indifferent to 
human suffering. Our strength lies in the practice of our moral principles. 
Seventy-seven thousand of the people for whom permanent solutions are being 
sought continue to live in camps—poorly fed, badly housed, and with little or 
no opportunity to improve their lot. Many have been there since the end of 
World War II—10 years of hopeless existence. This situation remains a blot 
on our Western civilization. 

Gentlemen, for these reasons I believe the program deserves the support of 
the United States. I earnestly hope that your committee will act favorably on 
the administration’s request for an appropriation of $1.4 million as a United 
States contribution to the program for calendar year 1955. 


Mr. Passman. Mr. Jackson, have you a general statement you would 
like to make, sir? 

Mr. Jackson. Very briefly, sir. 

Mr. Passman. Proceed in your own way. 
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GENERAL STATEMENT 


Mr. Jackson. I have been in this refugee work and I have been 
observing it for a considerable time, beginning back in the summer 
of 1945 in Europe. 

When I was Deputy Chief of Psychological Warfare for SHAFE 
under General Eisenhower in the summer of 1945 there began the first 
vreat postwar refugee movements. These were among my responsi- 
bililities. 

Then in 1951 I was president of the Free Europe Committee, which 
had a lot to do with the refugees from the Lron Curtain countries, and 
| visited the camps in Germany, Austria, et cetera. 

Then during my tour of duty at the White House there was some 
more refugee work to be done and most recently, as a delegate at the 
U. N. last fall I was involved in the deliberations there regarding 
refugees and getting acquainted with this particular UNREF pro- 
oram which is before you now. I am all for it. 

Mr. Passman. Thank you very kindly, Mr. Jackson. 

Mr. Jackson. One of the reasons, sir, that I am all for it is that 
now, at least, this refugee problem seems to be getting out of the mass 
category and into manageable proportions and therefore makes pos- 
sible a permanent solution. 

Although I will admit that permanent is a great big word, the 
program which is before you is as close to being a permanent solution 
as can be devised, and it is businesslike. 

Mr. Passman. Thank you, Mr. Jackson. 


BASIS FOR INCREASED REQUEST 


[I believe you are requesting $1,400,000 for the program in fiscal 
1956 ¢ 

Mr. Jackson. That is right. 

Mr. Passman. No funds were allowed for the current fiscal year, 
and last year’s request was for $500,000, was it not ? 

Mr. Murpuy. Yes, sir. 

Mr. PassmaNn. In view of fact no funds were allowed of the $500,000 
requested, on what basis did you decide to approixmately triple the 
request for fiscal year 1956 ¢ 

Mr. Jackson. As I understand it, the previous requests were not for 
this program. Thisisa brand new program. 

The United States has never, as I understand it, contributed any- 
thing to the United Nations refugee activities, although 17 other 
member nations have made contributions. This request is for a new 
program which is actually a 4-year program to result in the permanent 
solution of this specific group of refugees which is under discussion. 

Mr. Passman. This is one of the new programs we are starting 
this year? 

Mr. Puiuies. The earlier program to which you refer was under 
the jurisdiction of the High Commissioner, that is true. But it lim- 
ited itself solely to emergency needs of certain limited categories of 
refugees. It was not this permanent solutions program; this effort 
to wind up the problem in the next 4 years, which began January 1 
of this year. The permanent solutions program was not even author- 
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ized until last fall when at the Genera] Assembly, to which Mr. Jack 
son was a delegate, adopted the resolution establishing this program, 

Mr. Jackson. If I may add another word on that. This presen 
program for which the request is being made is not something pulled 
out of the hat but was the subject of a $3 million pilot project carried 
out over a period of either a year and a half or 2 years on a grant from 
the Ford Foundation to determine whether this word “permanent solu- 
tions” had any validity. The Ford-financed program has now wound 
up and the returns are in. It has been highly successful. 

Mr. Passman. How longa program is anticipated ? 

Mr. Jackson. Four years. 

Mr. Passman. What is the expected total cost of the program? 

Mr. Jackson. The total cost is $16 million. 


CONTRIBUTIONS BY COUNTRIES 


Mr. Passman. Could you furnish for the record what countries 
are contributing to the program? Have you that available? 

Mr. Puixuires. We will supply that information. 

Mr. Passman. Furnish for the record the countries contributing. 
liow much each country is contributing, and the percentage that the 
United States contributes against the total. 

Mr. Pures. I wil provide that information. 

(The information requested is as follows :) 


United Nations refugee fund--—Summary of contributions 


[In United States dollar equivalents] 


| 
| U.N. refugee 
| fund, Jan. 1, 





Emergency 
Country | Program, | 1955-June 


1952-54 | 'T5, 1955 











a ie Si at eel ai eh aaa Eta tell ie Te $55, 839 
Austria-- 3. 
Belgium. .-- . J i 160, 000 
Canada 2' 097 

Denmark 


2, 000 


Laernonrsg .....--.---.-------- 2 000 
Netherlands. ------.---- aes : 482° 000 
Netherlands national campaign ‘ 747,700 
ee ee ae 7 Be =a 
|. lea te = aE Se tik 
Sweden......-.-- sha 

ee pan abas wee 
Turkey 

United Kingdom 


83, 998 
115, 987 
5) 

, 236 


74, 560 
9, 039 


, 633 


Subtotal 
International Refugee Organization... 
I 6 pice cncmnccnctcntanneehee 


2 1, 894, 232 


1 As of Jan. 1, 1955, there was a balance of $238,531 which is available to apply toward the U. N. refugee 


fund. 
2 Pledges for the calendar year 1955 program are still incomplete. It is estimated that government con- 


tributions for the year will total $4,200,000. The proposed United States contribution of $1,400,000 would 
be one-third of the total. 
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Mr. Pures. These countries have already made pledges. There 
will unquestionably be others making pledges and contributions 
througout the year. 


FUNCTION OF THE ORGANIZATION 


Mr. WiccteswortH. What are the functions of this agency? We 
were talking a moment about about ICEM, concerned with the move- 
ment of migrants. What are the functions of this organization ? 

Mr. Jackson. The function of this organization, which makes it 
different from the other activities, is that this so-called permanent 
-olutions plan of UNREF addresses itself to a known group, a known 
number of refugees. 

Mr. WiaeLeswortH. How many? 

Mr. Jackson. Approximately 300,000—to be more specific, 317,000. 

The program is a 4-year plan to effect a permanent solution to their 
refugee status. 

In other words, the objective of the plan is that at the end of the 4 
years these people shall not be refugees any more but shall be produc- 
tive human beings, self-supporting wherever they are. 

This is not a new program to get 300,000 refugees into the United 
States, sir. That is not it. 

Mr. WieeLeswortH. What do you mean by permanent solutions? 

Mr. Jackson. That they will cease to be on a refugee dole and will 
be self-supporting. 

Mr. WicGLeswortH. That is in the country where they are now? 

Mr. Jackson. A great number of them where they are now. 


ACTIVITIES OF THE PROGRAM 


Mr. Wiceieswortu. I see you have a table in section ILI, at page 
04, breaking the request down into permanent solutions, placement of 
difficult cases, and supplementary assistance. 

What does this contemplate? Is it to help them build houses, to 
find jobs, or what ? 

Mr. Jackson. Vocational training, residences, farming, and so forth. 
As for the difficult cases, where age and health simply do not permit 
their becoming self-supporting people, there are institutions in Europe 
which are prepared to absorb those particular cases. 

Mr. WicciEswortH. The proposed program, $4,200,000, that is the 
total contribution from the several contributing nations ? 

Mr. Jackson. May I ask Mr. Phillips to give e that statistical answer? 

Mr. Pumurs. The $4,200,000 figure is the target set by the High 
Commissioner’s Executive Committee for the program in calendar 
year 1955. 

This is the target of governmental contributions. There have been 
contributions from private sources in addition to that, notably the 
people of Holland. 

Mr. WiceteswortH. How much? 

Mr. Putures. The people of Holland contributed approximately 
$750,000 of private funds, that is money which the individual Dutch 
citizens raised in a nationwide campaign. The $4.2 million was a 
target set for government funds. 





432 


TOTAL AVAILABILITY OF FUNDS 


Mr. Wiccieswortn. Are there any other contributions in 1955 j) 
addition to the $750,000 ? 

Mr. Pues. Yes. 

Mr. Wiacteswortn. What is the total ? 

Mr. Pures. The total funds in or available to the fund as of 
approximately June 1 are $2,132,761. That includes funds either con. 
tributed by governments or firm pledges by governments as of approx- 
imately the 1st of June. 

Mr. WicereswortH. Should that be added to the $4.2 million figure 
to give the total picture ¢ 

Mr. Pures. No. 

Mr. Wiccieswortnu. I am trying to get the overall total available 
for 1955, government and nongovernment. What is the total avail- 
able in 1955? 

Mr. Puts. I didn’t understand your question. 

Mr. Wiccieswortu. I want the total dollars available in calendar 
1955, government plus nongovernment. 

Mr. Puituies. The total amount available to date is the figure I gave. 
Governments make voluntary contributions during the course of the 
year. 

So far governments have contributed $1,126,860. 

You add to that approximately $750,000, given as the result of the 
Dutch campaign, plus certain residual funds also available, bringing 
a total at the present time of $2,132,763. 

Mr. Wiccieswortn. And you expect to arrive at $4,200,000 by the 
end of the year? Isthat it? 

Mr. Puiiutrs. Yes, sir. 

Mr. WiceLeswortH. What is the picture in 1956 / 

Mr. Puitups. We are at this time asking for United States contr 
bution for calendar year 1955, and each government which wishes to 
make a contribution will do so during the next 4 years on an annual 
basis. 

Mr. Wiccieswortn. This request is a calendar year 1955 request! 

Mr. Puituirs. This is a request for use by the High Commissione 
during calendar year 1955. 


“HARD CORE” CASE 


Mr. Forp. What do you mean by hard-core cases / 

Mr. Jackson. I think that is an obsolete term. They are reall) 
those who need special care, either because of age or infirmity or some- 
thing such as that, and are not able to be resettled or set up vocationally 
so that they can earn their own living. They are really the aged and 
indigent. 

Mr. Puivurps. Difficult cases, Mr. Ford, is what they usually refer 
to them as. 

Mr. Forp. Is that the largest percentage of those in the overall cate- 
gory or asmall percentage / 

Mr. Jackson. Very small. 





433 


COORDINATION WITH OTHER PROGRAMS 


Mr. Forp. I am not entirely clear as to how this ties into the various 
programs that we are part of, are not part of, and so on. Can you 
straighten that out ? 

Mr. Jackson. It gets a little complicated. 

The ICEM, about which you have heard is an international organ- 
ization for the movement of migrants. A great many of those are not 
refugees at all in the terms of someone who has fled from communism, 
for example. They are, groups of people who want to go from here 
to there, and Here is willing to let them go and There is willing to 
receive them. 

Mr. Gary. Largely for economic reasons, is it not ? 

Mr. JAcKson. Yes, overpopulation, and so on. 

There there is the United States Escapee Program which takes care 
of what you might most easily describe as the recent escapee, the per- 
son who skipped across the border last month or will a few months 
from now; Many of the recent cases. 

This UNREF program, the one under discussion now, is to take 
care of the last group of the great postwar migrations, about 300,000 
many of whom have been in camps literally since the end of the war. 
| have been these camps. Living conditions in many are abominable. 

This program is to take care ‘of that group and find a permanent 
solution for them, either in an old people’s home, or as farmers in 
South America, or as citizens in the country where they are presently 
located. These individuals well be permanently removed from 
_— status. 

I don’t want to sound emotional on this, but this business of rece- 
fection, that is people going back to Soviet countries, is assuming very 
large proportions within the last few months. The Communists are 
putting on a terrific drive, and they are finding fairly fertile minds in 
these camps where these people have been festering for a very long 
time. 

It is to take care of that group and find permanent solutions for 
them, to remove them from the refugee status into productive human 
beings; that is the purpose of this 4-year program, which has been 
tested by the Ford pilot project. 


NUMBER OF REFUGEES 


Mr. Gary. How many are left of that group now? How many have 
you under this program ¢ 

Mr. Jackson. Slightly over 300,000, sir. 

Mr. Gary. Now? 

Mr. Jackson. Now. That is the group to which this program di- 
rects itself. 

Mr. Gary. That are still in camps? 

Mr. Jackson. They are not all in camps. 

Mr. Putuies. There are approximately 77,000 still in camps. These 
are officially recognized camps. 

There are a good number in so-called unofficial camps. I have vis- 
ited some of them myself. They are just small huts, clustered to- 
gether on city outskirts. 
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7,000 of the 300,000 are still in camps some 10 years after the war 

Ne any of the children have been born in these camps and have lived 
there all their young lives. 

Mr. Gary. Where are the other two-hundred-odd-thousand people! 

Mr. Putiurps. They live as best they can, bearing in mind that they 
are foreign refugees living i in what to them isa foreign country. Some 
live in shanty towns, some eke out an existence as best they can, get- 
ting an occasional job, and some are able to live with relatives who 
per -haps are making enough money to support them. 

They are sc: attered throughout Austria, Greece, Italy and Germany, 

Mr. Jackson. They are stateless. They have no citizenship status 
and live on whatever they can pick up. 

Mr. Wiccieswortn. Do these funds finance expenses of existing 
camps, or are those taken care of otherwise ? 

Mr. Jackson. The official camps are supported by the governments 
of the countries in which they are located. 

Mr. WiccLteswortn. And those governments are not making similar 
efforts to those which the Commissioner in general is making ? 

Mr. Jackson. They are. This is a cooperative effort and part of 
the plan “ this permanent solutions program is that at the end of 
the 4 years those who will not have been taken care of out of the 
300.000, will be the responsibility of the governments of asylum who 
nave pledged that they will assume this asylum responsibility for those 
left after the operaton of the program has run its course. 

Mr. Prius. The chart shows that for every dollar provided from 
the High Commissioner’s funds. approximately $ $2 will be available 
from sources within the asylum countries. 


PERIOD FOR WHICH 1956 FUNDS ARE APPROPRIATED 


Mr. Passman. Why do you say this amount is for the calendar y 
1955, when the total authorization is for $1.4 million for fiscal ae 
1956? 

Mr. Prixuies. It is for our fiscal year 1956, which includes the last 
half of the calendar year 1955. 

Mr. Passman. You are not figuring that on a fiscal year basis, are 
you? 

Mr. Priuutrs. No. 

Mr. Passman. This authorization very definitely says it is for fiscal 
year 1956. the $1.4 million for the contribution to the United Nations. 

Mr. Puiiutrs. This is a part of the whole problem of the 2 fiscal year 
systems, one of the United Nations and the other of the United States. 
Tunds are requested for our fiscal year 1956, for a contribution to the 

-alendar year 1955 program of UNREF. 

Mr. Passman. How do you get around the specific language in this 
authorization ? 

Mr. Proturrs. The money will be expended during the fiscal year 

956. 

Mr. Passman. You are going to apply 6 months of the fiscal year 
1955—then how are you going to get around the language in the ‘act! 

Mr. Puturps. If the High Commissioner receives ‘contributions 
from the various governments in the target amount of $4.2 million, the 
total United States contribution will be about one-third; and approx!- 
mately two-thirds will come from other governments and _ other 
sources. 
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Therefore, it is obvious that he will have available some funds with 
which to operate before he receives the United States contribution. 

Mr. Gary. What is this money to be used for? 

Mr. Puutures. It is used primarily for permanent solutions; to pro- 
vide some people with credit so that they can purchase houses near 
places of employment; to help others get started on a farm; and so 
forth, so that in time they may become productively employed mem- 
bers of society. 

The major emphasis, is on finding ways of assimilating these people 
into their countries of residence. 

There is also a lesser amount provided to institutionalize old people ; 
those with tuberculosis and other disabilities, because for them, in- 
stitutions are the only possible permanent solutions. 

I visited an old military barracks near Salzburg, Austria, recently, 
and one of the High Commissioner’s projects is to convert that old 
barracks into a building which will help provide a decent home for 
some of these old people, a place to live out the rest of their lives in 
some decency and a minimum of comfort. 

There is, finally, approximately $400,000 of the $4.2 million pro- 
posed for straight emergency assistance, mostly for white Russians in 
China, who have once more become refugees as a result of Communist 
domination of China. 

There are, briefly, 3 objectives: 1, the promotion of permanent solu- 
tions; 2, institutionalization of the old and sick; and 3, relief assist- 
ance for a limited number of extreme hardship cases. 


DENIAL OF FISCAL YEAR 1955 REQUEST 


Mr. Wiecteswortn. Mr. Chairman, I am not clear on one point. 
As I understand it, there was a request for $500,000 for the fiscal year 
1955, submitted to ‘the Congress a year ago which was turned down? 

Mr. Passman. That is cor rect ; that is my understanding. 

Mr. Putuuies. Not for this program. 

Mr. Wicctesworrn. In a wa , It was a new program, but there was 
an old program for the same eae was there not, a United Nations 
program, run by the High Commissioner ? 

Mr. Jackson. The $ q 500,000 that Mr. Phillips was talking about— 
and I hope he will correct me if I did not make this clear—the $500,000 
was not for this so-called permanent solution program. It was strictly 
for an emergency plan. 

This particular request is for a permanent solutions plan which was 
approved by the United Nations only in October. This program did 
not exist before that time. 


USE OF FUNDS FOR OBLIGATIONS INCURRED PRIOR TO JULY 1, 1955 


Mr. WieeteswortH. You are asking for $1.5 million for the changed 
program. Do I understand that is all you are going to ask for; if 
the request is approved, for the fiscal year 1956? In other words, is 
this $1.5 million to be applied to the program with respect to our 
fiseal year 1956, or do I understand that a portion of it is to be used 
for obligations already incurred in our fiscal year 1955? 

Mr. Passm: in. Just one moment, if you will yield, to see if we can 
get this cleared up. 
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Mr. Wiccieswortrn. I would like to have an answer to that ques. 
tion. 

Mr. Passman. Certainly. They are working without an autho 
ization. 

Mr. Priwures. The authorizing language was explained in the House 
Foreign Affairs Committee report, and also in the Senate Foreign Rela- 
tions Committee report. In the committee reports, it is ¢ early states 
that the money which is authorized for United States fiscal year 15 
is for use in the calendar year 1955. 

Mr. Wicciesworrnu. Is this fund for the last 6 months of the calen- 
dar year 1955, or for the whole 12 months / 

Mr. Putuuirs. The money would not become available until after 
July 1. 

Mr. Wiccieswortu. I understand that. 

Mr. Puiurres. Therefore, the money could not be obligated except 
during the United States fiscal year 1956. 

Mr. Wiceieswortn. But I am not clear what it could be used for. 
It could conceivably be used, could it not, for meeting obligations in- 
curred in the first half of the calendar year 1955 ? 

Mr. Puinures. I think the best way to clarify this is to point out that 
the High Commissioner does not himself operate this program. It 
is carried on through the various private voluntary agencies, such as 
the National Catholic Welfare Conference, the National Lutheran 
Council, and other voluntary agencies. 

Mr. Wieeiteswortn. W hat I am trying to get is this: Is any of this 
request, if it is approved, going to be used in respect to the work of this 
agency from January to June 1955, inclusive ¢ 

Mr. Priuures. I cannot see how any of this money could be used for 
any obligations that were incurred prior to July 1; prior to the time 
the money is made available. 

Mr. Wiccieswortn. If it is applicable to the calendar year 1955 as 
a whole, I think it might be. I want to find out if it is going to be or 
not; and, secondly, if this request is approved, whether you expect to 
come back here again, on the theory that you used it for 12 months in 
1955, and have nothing left to use in the first 6 months of 1956. 

Mr. Jackson. I do not think that that is the way it works. 

Mr. WiceLteswortn. Well, we have run into that kind of situation 
before. 

Mr. Jackson. Yes. 

Mr. Wiceiesworrn. In one or more of the United Nations agencies 
who point out that they operate on a calendar year basis. 

Mr. Jackson. Yes. 

Mr. Wiccreswortn. And I am sure the committee wants to know 
clearly what it is doing in respect to this requested appropriation. 

Mr. Pues. It could not, of course, be obligated in the first 6 
months of the calendar year 1955. This money would not be available 
in time for use during the first 6 months of the calendar year 1955. 

Mr. WiccieswortH. Is this request intended to cover in full a 12- 
month period, beginning July 1, 1955, and ending July 1, 1956? 

Mr. Prius. No. It is, in fact, intended to be used during the 
last 6 months of the calendar year 1955. It is true that the program 
operates on a calendar year basis from January 1 to December 31, 


but the High Commissioner fortunately has other funds which enable 
? 
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him to continue without any United States funds during the first 
6 months of the calendar year. 

Mr. WieeLeswortH. Well, what are you going to do with respect 
to the second 6 months of fiscal 1956 ? 

Mr. Pumps. The High Commissioner again will have to depend 
on funds received from other sources. 

Mr. WieeLeswortH. This committee can rest assured that you are 
not going to come back here for a supplemental appropriation for the 
second half of the fiscal year 1956? 

Mr. Pututes. No, sir; not if we obtain this appropriation. 

Mr. Mureny. Mr. Chairman, let us be sure that we understand each 
other on this. 

Mr. Putuures. We are positive. 

Mr. Murpuy. I want to be absolutely sure that there is no mis- 
understanding, because probably there will follow the next year about 
this time another request, and again it would be on the same basis, 
and would go back to January 1, 1956, to carry the program for the 
calendar year 1956. In other words, in fiscal year 1957 you would 
be expected to do the same thing that you are doing now for the half 
of the fiseal year 1956. 

In other words, to more specifically answer your question, Mr. 
Wigglesworth, they do not plan a deficiency or supplemental for the 
period January 1 to June 30, 1956. They would expect to cover that 
same period with the fiscal year 1957 appropriation which would have 
to be authorized again next spring. 

Mr. PassmAn. Let’s clear this up once and for all. 

This has been popping up in this program ever since I have been on 
the committee. Now, you have admitted that this is a new program. 

Mr. Murpuy. That is right. 

Mr. Passman. And so far as the authorization is concerned it says 
that there is hereby authorized to be appropriated for the fiscal year 
1956, not to exceed $1,400,000 for contributions to the United Nations 
Refugee Fund. Now, inasmuch as this is a new program, 6 months 
of the calendar year 1955 is now history, and you are asking for this 
amount of money to operate for a full year; so let us reach an under- 
standing; that it is to take care of this program for 1 full year; that 
is, July 1, 1955, to June 30, 1956. Do we have such an understanding 
inthis proposition / 

Mr. Putiuirs. I do not believe that is correct, sir. 

We are asking for funds to be used by the High Commissioner for 
the 1955 calendar year operation. Next year, when we are before you 
in connection with the 1957 fiscal year, we will ask for funds to be used 
throughout the calendar year 1956. 

Mr. PassMan. Just a moment. You are asking for funds at this 
time, if vou just insist on being on a calendar year basis, the $1,400,000 
will operate this program for 6 months in the calendar year 1955 and 
6 1onths in the calendar year 1956 ¢ 

Mr. Puinures. No. 

Mr. Passman. You are asking for an appropriation for 1 year in 
the authorizing legislation, and it says for the fiscal year 1956, and can 
we not reach an agreement that it is to be used in that way / 

Mr. Puinurrs. I am sorry that I did not make myself clear, Mr. 
Chairman, but I repeat that the money, if appropriated, would be 


. 
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used by the High Commissioner as a part of the funds available for 
the 1955 calendar year program ; ending December 31, 1955. 

Mr. Passman. You will have expended this for the first 6 
months. 

Mr. Primus. Mr. Chairman 

Mr. Passman. Then what are you going to do with the language 
which says in the fiscal year 1956 

Mr. Puttuirs. It isa part of this fiscal year. 

Mr. Passman. But you are going to spend the entire amount in 
6 months? 

Mr. Puiiures. Yes. 

Mr. Passman. Provided this language is not placed in the report 
which would prevent you from doing that? 

Mr. Puiurrs. That is correct. 

Mr. Passman. Very well. 

Mr. Forp. Then for the beginning of the calendar year 1956, you 
would have to come to the Congress for supplemental—for our con- 
tribution for the first part of the calendar year, and the last part of 
the fiscal year 1956? 

Mr. Puimuirs. We would not come in for a supplemental but in 
the testimony on the 1957 fiscal year mutual-security bill, we would 
ask for funds which could be expended by the High Commissioner 
throughout the calendar year 1956; obviously he would not receive 
such funds until Congress had appropriated them. I wonder if I 
might just quote from the report of the Foreign Affairs Committee’ 

Mr. Forn. It would seem to me there would be a hiatus in there 
when the High Commissioner must have funds available from othe 
sources. 

Mr. Putiiutes. He does. 

Mr. Gary. That is correct; they run the program for the first 6 
months on funds which come from other sources. The second 6 months 
they use our appropriated funds to carry the work on. And they will 
do the same thing the next year. They will not spend any of our 
money for the first 6 months, but they will use the other funds that 
are contributed to this program. And in the next 6 months they will 
use our funds, and will do the same thing the next year. 

Mr. Passman. I think it is all clear now. 

Mr. Puiurrs. May I just bring to your attention some language in 
the report of the House Foreign Affairs Committee, appearing on page 
29, which reads: 


Paragraph 2, as amended by the committee, authorizes an appropriation of 
$1,400,000 available for obligation during fiscal year 1956, for contributions for 
the calendar year 1955 program of the United Nations Refugee Fund. 

Mr. Passman. I think we understand that. 

Mr. Forp. The situation as explained by Mr. Gary is understandable 
except that it puts the Congress in a position where we do not control 
the amount of funds for the first half of the calendar year; and then 
when we come in to make the appropriation for the second half, it 
looks, at least in theory, that we are obligated to appropriate so much 
for the next half of the calendar year. “Tt seems that we have gone 
along for some time on that theory but it puts a sort of obligation on 
us which I do not think is entirely fair. 





439 


Mr. Gary. That is very unfortunate, but it is because the United 
Nations and the United States Gov ernment operate on different fiscal 
year bases. And that has caused some confusion in the funds all along. 
I do not know why the United Nations operates on a calendar year 
rather than on a fiscal year basis, but evidently it is an adv: antage for 
them to do so; and we are always g going to have this confusion, as long 
as we have that difference in the calendar and fiscal year oper ations. 

Mr. Passman. Yes. 

Mr. Forp. It is similar to the problem we have had in the United 
States technical program. 

Mr. Gary. Yes. 

Mr. Forp. Finally, we got 1 or 2 of those straightened out, and now 
we are going right back to the same problem. There will be confusion, 
disappointment, and all kinds of controversy. I think it would be 
wiser to have it operated for 18 months; then we would be straightened 
out. This way we are going to have difficulties, the contribution will 
be in trouble. 

Mr. Fernanpez. Do you make your contributions on a lump-sum 
basis ¢ 

Mr. Puuuies. We pay it out in accordance with what the other 
governments put in. We do not plan, if the Congress appropriates the 
full amount, to make it in a lum-sum payment. We will wait and see 
what the other governments have contributed. 

Mr. Fernanvez. Could this be used for obligations in the first part 
of 1956 ? 

Mr. Puiuies. We would have obligated it before then; that is, the 
High Commissioner would have obligated it by the end of December 
31, 1955. 

Mr. Fernanpez. Assuming that you pay in the full amount of $1.4 
million by the end of 1955, then you have no more control over the 
money, have you? 

Mr. Putiurpes. No, because the money is obligated and spent. 

Mr. Fernanpvez. What you would have on hand would be available 
for expenditure in the next year, would it not ? 

Mr. Putiures. Of course, you realize that the work is done by volun- 
tary agencies and the High Commissioner gives the money to the volun- 
tary agencies on the basis of 

Mr. Fernanpez. I mean, for funds you have on hand after the end 
of the year. If funds last until December 31 

Mr. Putuutes. Yes. 

Mr. Fernanpez. And when you say you have that money on hand, 
that money might be available for expenditures next year ? 

Mr. Pues. No, sir. You would not have available the money 
that we contribute for the calendar year 1955. 

Mr. Frernanpez. If you have money left after December 31, 1955, 
that you have not obligated, it would be available for the first 6 months, 
would it not ? 

Mr. Putiuips. The Executive Committee, which gives directions to 

he High Commissioner, has to approve each project that is carried 
out under this program. This is a governmental body of 20 nations, 
of which the United States is one. That means, when the Executive 
Committee gives its approval to a program for the calendar year 
1955 or 1956, projects have been worked out in cooperation with the 
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various countries, and the voluntary agencies. As the money becons 
available, it goes to those agencies for immediate expenditure to ¢ arr 
out the projects. I suppose it is true that some of the agencies may 
not have spent every last cent by December 31, but so far as the United 
States is concerned, the money will have been obligated. 

Mr. Natcuer. Mr. Phillips, you testified that there are some 1 
countries which contribute to this program; is that correct / 

Mr. Puitiurs. That many have contributed to date. 

Mr. Narcuer. Have contributed to date ? 

Mr. Papen Yes. 

Mr. Natcuer. Is Russia one of them? 

Mr. Prunus. No, Russia has fought this program tooth and na 
since its inception. 

Mr. Natrcuer. Mr. Phillips, at the time of the second supplementa! 
this year, in February, in regard to the United Nations organiza- 
tion—— 

Mr. Puiurrs. Yes. 

Mr. Narcner. At that time the question was asked as to whethie: 
or not Indian nationals were being sent to Russia; and your answer, 
as I recall, was that there were 10 Indian nationals sent to the Soviet 
Union for a period of 1 month each for technical training. Do you 
recall that ? 

Mr. Puinurps. I do not recall the figures. I do recall that there 
were certain nationals. 

Mr. Natcuer. Sent to Soviet Russia ? 

Mr. Puinuies. Yes. 

Mr. Natrcuer. That question was asked another member of you 


Department, and he emphatically stated that no Indian nationals were 
being sent. 
That is all. 


DETERMINATION OF UNITED STATES CONTRIBUTION 


Mr. Denton. I see that we are asked for $1.4 million of the total 
amount of the United Nations refugee fund of $4,504,015. Who fixes 
the percentage, or the share, that we pay in this fund? How is it 
arrived at / 

Mr. Puiiues. It presupposes that the United States will contribute 
on a ratio of approximately one-third. This figure of $4,504,015 in- 
cludes private contributions, as well as Goverment contribution. 

Mr. Denron. As I get it, we made a formal proposal that we would 
pay one-half of the cost of this program ? 

Mr. Puititrs. We have not made any formal proposal, except to 
say that the United States payment, resulting from any appropriation 
which might be made, would be related to the amount of money paid 
in by other governments. We do propose, however, to limit it to ap- 
proximately « one-third of the money paid into the fund. 

Mr. Denton. Why should we pay approximately one-third « 
more / 

Mr. Puiuirs. I might add that this is a smaller percentage, com- 
paratively speneine, than applies to some of the other funds, such a 
the United Nations C hildren’s Fund. 
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Mr. Denton. Who makes out the budget for the refugee fund of 
the United Nations ¢ 

Mr. Putiiirs. Approval of projects and total amounts of money to 
be expended, is given by the executive committee, of which the United 
States is a member. This committee gives directions to the high com- 
missioner in setting up and carrying out programs, and authorizing 
the amount of money to be spent throughout the year. 

Mr. Denton. And we have made commitments in support of that 
program ¢ 

Mr. Puixies. We have made absolutely no commitments. 

Mr. Denton. Then if you get the authority, according to the bill, 
we would have to pay approximately one-third. 

Mr. Puatturrs. We would contribute on a voluntary basis and not in 
the same manner as we do in meeting our assessed share of the United 
Nations regular budget. The proposed contribution represents about 
one-third of the target total. 

Mr. Denton. This refugee fund of the United Nations is on a 
voluntary contribution basis / 

Mr. Puiurrs. Yes. 


EXPENDITURES JANUARY 1 TO JUNE 30, 1955 


Mr. Forp. Mr. Phillips, you anticipate the expenditures, if this 
«ppropriation is approved, during the calendar year 1955 will be 34.2 
million ¢ 

Mr. Puintirs. For the program. 

Mr. Forp. For the entire program. 

Mr. Puitures. For the $4.2 million program. But if there are pri- 
vate funds contributed that would be in addition to the $4.2 million. 

Mr. Forp. Do you have any idea what the expenditures have been 
for the first 6 months / 

Mr. Puitures. I can give you a very rough estimate. 

Mr. Passman. Can you give it to us accurately by referring back 
to your records? Let us have it accurately rather than an estimate if 
you can. 

Mr. Forp. Give us an estimate now if you can. 

Mr. Puitirs. Approximately—this would have to be a rough 
guess—about $300,000 spent in the first 4 months. 

Mr. Forp. And you expect to spend over 10 times that much in the 
next 8 months? 

Mr. Puituirs. But during that 4 months time, projects had not yet 
been approved by the Executive Committee. So the money that has 
been spent has been only for emergency assistance. Until those 
projects are approved and implementation begun, it is not fair to give 
a comparison of what has been spent with what will be spent under 
the permanent solutions program. 

Mr. Forpv. We can anticipate that if you get the $4.2 million, that 
in the 12 months’ period, that it will be actually expended or obligated ¢ 

Mr. Putiiies. We could spend all of it; in fact, the projects already 
approved amount to $4,500,000. You see these negotiations have to 
be worked out and concluded in advance, and everything is now 
ready. 

Mr. Passman. Thank you very much, gentlemen. 





TueEspAy, JUNE 28, 1955, 
ASIAN ECONOMIC DEVELOPMENT PROGRAM 


WITNESS 


HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN OPERATIONs 
ADMINISTRATION 


Mr. Passman. We have with us this afternoon Governor Stassen, 
who will testify in behalf of the President’s Fund of $100 million and 
the President’s Fund for the Asian Economic Development Program 


of $200 million. ' 
Governor Stassen, would you like to make a statement to the com- 


mittee at this time? 
Mr. Strassen. Thank you, Mr. Chairman. 


GENERAL STATEMENT 


I am pleased to meet with the committee again, and to make a brief 
opening statement on these two items, in the appropriation request 
as authorized in the authorizing bill, and as testified in the President’s 
proposal and request. 


FISCAL YEAR 1955 PRESIDENTIAL DISCRETION FUNDS 


I might first give this indication: Last year, that is the fiscal year 
1955, the year just closing, there were certain discretionary and flexible 
Presidential funds in an amount greater, or larger, than the request for 
the next fiscal year. 

The larger fund was $700 million, which was related to the Indo- 
china war and could be used anywhere in the Far East, Southeast Asia, 
or Far East. 

And there was $150 million authority to use other funds by transfer 
in the usual manner of shifting 10 or 15 percent between items, so there 
was comparably an $850 million flexible fund for Presidential discre- 
tion. 

For the new fiscal year, we are requesting a smaller amount, but a 
very broad flexibility on the smaller amount; we are requesting 2 items, 
one of $200 million for the President’s fund for Asian Economic 
Development and the other for $100 million, on a worldwide basis for 
many purposes, military, economic, or technical. 

Now, the first thing to have in mind is that we are requesting a 
smaller amount for the President’s flexible fund. 

Mr. Passman. Governor, may I ask you a question at this point! 

Mr. Strassen. Certainly. 

Mr. Passman. Under the present proposed legislation, the President 
would still have the authority to transfer from either the economic 
to military or military back to economic, or from one program to 
another ? 

Mr. Strassen. The percentage situation remains the same. In the 
Special Fund, we go down from $850 million to $300 million. 

Now the purposes of the fund are a bit different. 
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In the $700 million fund last year, we had very broad authority 
coming out at the end of the Indochina war for purposes in the Far 
Kast, Southeast, Asia area. The $200 million for this next fiscal year 
is to be used in a slightly bigger geographical area, and more or less 
pinpointed for the purpose of economic development and cohesion of 
the 3 Asian areas. 

I have here a chart which shows the areas involved from the stand- 
point of the Soviet offensive that is going on. 


AREA TO BE COVERED BY FUND 


The area that this $200 million fund is related to will be the area 
from Afghanistan and west Pakistan, down in and around the whole 
loop, all the way up to Japan and Korea, and we have called that 
the are of Asia. It all backs up against the Communist area, the 
Soviet Union and Red China, and Tibet. It is the area in which there 
is, and has been, the recent two hot wars of Korea and Indochina, and 
of course the great tension centering in and around Formosa, and it 
is the area in which the Communists, both out of China and out of 
Russia, are making extreme efforts to infiltrate and subvert, to pene- 
trate this balance of the Asian area. 


RUSSIAN EFFORTS IN AREA 


You can see here the indication of where they have made capital 
offers. They are doing a lot of work in Afghanistan. They are build- 
ing a pipeline in there. They are building a flour mill and bakeries; 
und there have been various offers made, they are trying to open up 
more trade across the border, and it is stirring up trouble between 
Afghanistan and west Pakistan at the present time. 


STEEL MILL IN INDIA 


In India, they have made an offer to build a steel mill and that offer 
has been tentatively accepted and they invited Nehru to come up and 
visit them and no visitor had ever been as well received. They went 
all out. As a matter of fact, they had little girls present him with 
flowers when he arrived. 

Mr. Gary. That was in Moscow ? 

Mr. Srassen. That was in Moscow, yes, at the airfield. And at 
the same time, they have sent delegations down to India and invited 
them to come back. They have offered technical assistance free to 
India and they have offered and entered into various trade agreements. 


TRADE AGREEMENTS 


_They have been offering trade agreements in Burma and in Indone- 
sia and they have offered technical assistance to a number of these 
countries, as is indicated by the dark figures here. Thailand has re- 
fused but Burma has accepted. Indonesia has accepted. The Philip- 
pines has refused. Japan had neither accepted nor rejected, the last 
[ saw of the offer for technical assistance. 
It is this area of active struggle at the present time, the area of the 
Communist offensive, and I think the success of this program that we 
are discussing today goes back to the early beginning of the program, 
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which this committee and the Congress made during the last 7 year: 
which has substantially defeated Communism in Europe. They hay 
been pushed back in the economic and in psychological sense unti 
today they have been turned back in Austria and are withdrawing their 
Red ‘Army. And I think it is proper to say that the cold war struggle 
in Europe has been won by the United States and the free world as of 
now, under this program which this appropriation and the Congres 

made possible and carried forward, 

The focus of the struggle now is in Asia, and you might say that we 
know the battleground. We know there has been a struggle and 
are not in position to know in precise detail of how it will be counter. 
moved in the next year. 

Under the direction of Mr. John Hollister who, on July 1, takes ove 
the International Cooperation Administration and under the deter. 
mination the President makes, this $200 million fund can be used 
anywhere in this area, that is indicated in that wide are for purposes 
of accelerating their development. At least, half of it has to be ii 
loans, but all of it to further the free enterprise evolvement, to facilitate 
trade between them, and help unfold the areas so that Japan can make 
a living and so that the people of the other areas will have some pros- 
pects of better living conditions, and turn down the Communists a 
they try to infiltrate, and make them more friendly toward the United 
States. 


ANTICIPATED OBLIGATIONS 


Mr. Passman. Governor, of the $200 million, what part of that d 
you think will be obligated during the fiscal year 1956 ? 

Mr. Strassen. That is very hard to tell but I believe that most of it 
will be obligated and the balance of it will be in the advanced stage of 
being committed by the end of the fiscal year. 

Mr. Wiectxeswortn. This would not be available for military assist: 
ance ? 

Mr. Strassen. It would not be available for military assistance but 
it might have that effect. For example, we migh help establish : 
cement mill in Pakistan. The kind of thing we have in mind, tenta- 
tively, in discussion with some businessmen ‘of this country, we might 
turn to a United States cement company and we will say to them that 
we know the risks in Pakistan are too great for strict commercial ven- 
tures to go in and set up a cement plant. But the United States ha: 
security and political interests in Pakistan; they need cement; they 

rant to extend their airfields and so forth. They need it for civ ilian 
purposes. Now, if we back you, using a part of this $200 million to 
underwrite you, you go in and get the Pakistan businessman, and yol 
get the materials there and you ‘put up the cement plant, and then if it 
succeeds, it can go on its own feet as a profitable venture and if it doe 
not succeed, a part of the loss will be sustained by this fund. 

Now, if they put in the cement mill, it is not directly a defense meas: 
ure, but you can more easily build airfields, so it is not entirely remove( 
from defense; it will have some defense value, but essentially it is for 
the economic development and to facilitate trade. Likewise, you cat 
give Japan a chance to earn a living. We cannot take all Japan’ 
expanded production in this country: we might be able to expand : 
bit on our trade with Japan through the trade agreements, but on the 
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other hand we do not want her expanding all of her trade in Man- 
churia with the Communists. That means we have got to help her 
open up more trade in Indonesia, Vietnam, and India, and get that 
kind of a development going similar to the way we got the recovery in 
Europe going under the Marshall Plan. 

So I think there are perhaps two of the other charts that will help 
illustrate this more clearly. We do not want, in any presentation—in 
fact, we do not know just between which countries these funds will be 
spent, and we do not want to give a tentative earmarking, because 
then a country could feel that it had a right to it. We do not want 
any of these countries to feel it has a right to certain parts of the 
9900 million; we want to be able in an organization like this, to study 
the situation and figure out where it is best to spend it, where it will 
vet the most results and in terms of the objective aims of the United 
States. 

Mr. Passman. Governor, I have a question off the record. 

(Off the record discussion. ) 

Mr. Hann. To what extent, if you are prepared to say, is this $200 
million fund now planned, or is it just a “in case” fund, or does it par- 
take a little bit of both ? 

Mr. Srassen. It is planned in the sense of having projects that 
will speed up the development of Asia so that the Communists cannot 
say to the people that their future is hopeless, so that the Communists 
cannot get the laboring people swung over on to their side, so that they 
cannot say that Communist China is making better headway than they 
and that they should turn more toward communism. 

Mr. Hann. This is not a fund that the President can use at his dis- 
cretion, and as he sees fit, and as things develop later; you have already 
planned the broad outlines of the expenditure of this entire fund; is 
that correct ? 

ANTICIPATED CARRYOVER 


Mr. Passman. May I clear that up so that there may be no mis- 
understanding? With regard to the $200 million, it is anticipated 
total obligations; and obligations incurred will be $100 million for 
the fiscal year 1956; funds continued available, $100 million? 

Mr. Strassen. That is right. There will be about a one-half-year 
carryover. There is this $200 million in the authorization, the author- 
izing legislation for 1956 and $100 million will be obligated and $100 
million continued available. 

The authorizing legislation provided that it should be available for 
a 3-year period. 

It will work this way: You start negotiations with some company 
like a cement company, or a United States brass company, and they 
start their negotiations. These things move slowly. You will not 
know whether you can actually get it all buttoned up and a contract 
ready to be signed in the fiscal year or not, so you start moving on 
the entire $200 million. You know some of them will not be finalized 
until in the next year, and the Congress in the authorizing bill would 
authorize that it go over a 3-year period. In order to start you do 
need the appropriation in this fiscal year; otherwise, you cannot start 
working with these companies because you will not have the appro- 
priation to back up the negotiations. 
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USE OF 1955 FUND 


Mr. Denton. How much did you say was used in that fund last year! 

Mr. Strassen. That was a $700 million fund that was somewhat simi- 
lar to it, but had more of a military purpose related to it. 

Mr. Denton. How much was spent on the Indochina war? 

Mr. Srassen. In the Indochina war, in the area, I think that it was 
$475 million, some was spent in Formosa. When the offshore islands 
heated up, we put some more behind Formosa and that was authorized 
by the Congress. 

Mr. Denton. That was practically all military ? 

Mr. Stassen. Yes. 

Mr. Denton. How much was used for civil purposes, starting in 
Afghanistan and running around to Korea? 

Mr. Srassen. Not much. In other words, this that I am presenting 
is the newer effort and it reflects that the job is finished in Europe and 
you can now concentrate on the place where communism is concen- 
trating. 

Mr. Denton. This is a new program ? 

Mr. Strassen. Yes. This is what the President has described as the 
program in the are of free Asia to defeat the Communists in that area. 
Unless we get into an early war, I think this will be the most important 
money in this next fiscal year. It is a long-range proposition, but it ie 
the place where the Communists are putting on their big effort. 

Mr. Denton. Did you make any effort to switch funds to do any- 
thing of this nature in that are before? 

Mr. Srassen. Yes; within some of the country programs some 


headway has been made, particularly in Thailand. They have put 
in some sort of a tractor repair center and local machinery spare parts 
and things of that kind and it is advancing the development of local 
businessmen in Thailand. We have likewise helped in Pakistan in 
getting some small businesses established. We have done enough of 
this to be quite confident it can succeed. You can help get private 
businesses going and combat socialism and communism in the area. 


TOTAL PROGRAM FOR THE AREA 


Mr. Passman. Governor Stassen, exclusive of the military and the 
$1,251 million for Asia, this $200 million would bring the total for 
the program up to $1,451 million ; would it not ? 

Mr. Strassen. That includes the military. 

Mr. Passman. That does not include the military, according to 
the chart that I have. 

Mr. Strassen. What page are you looking at? 

Mr. Passman. Page 195, section 3, Asia. 

Mr. Strassen. And you are looking at the $1,451 million? 

Mr. Passman. Yes. That figure does not include the military. 

Mr. Srassen. It includes the defense support for Korea and For- 
mosa and Indochina. You see that $827-million item? It includes 
direct-forces support. 

Mr. Passman. But it does not include military as such, according 
to the justification presented to us. 

Mr. Strassen. It does not include the military hardware, or train- 
ing. It includes three items: development of assistance, $71 million: 
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technical cooperation, $61 million, and this President’s fund for 
Asian economic development of $200 million, and it includes the de- 
fense support, which is primarily Korea, Cambodia, Vietnam, For- 
mosa, and the direct-forces support which is Formosa and Korea 
and Vietnam. 

Mr. Passman. This is indirect economic aid; is it not? I mean 
your defense support and development assistance ¢ 
" Mr. Srassen. It has a combined effect. Take Korea, for instance. 
We have felt that it is in the interest of the United States to have 21 
divisions of Korean forces established up there to hold the 38th par- 
allel while we brought the United States divisions out. We brought 
some home and sent some to Hawaii, and so forth. That has saved 
money in our United States defense budget, and it is a better situation 
inevery respect. We have pulled our own forces back from the front- 
lines. In order to do that and not leave a complete weakness, the 
Joint Chiefs have recommended we have 21 divisions there. This 
little country of South Korea, war ravaged, has the manpower, but 
they could not back up economically 21 divisions, So we put defense 
support in to make it possible for the Republic of Korea to have those 
21 divisions. When we put in the defense support, it also has an 
economic result; for example, we are rebuilding the electric power 
facilities of the Republic of Korea. The war just blasted them all to 
pieces. The only way that we could furnish electric power was to 
lave some power barges in the harbors tied up to the cities’ electric 
power systems in Korea. 

Now in a contract with an electrical company we are building 
thermal powerplants, getting the lines reestablished, fixing up the 
hydroelectric plants and getting the Republic back on its feet. That 
is economic, but it is also essential to back up their armed forces. 
You cannot really separate them. That is defense support. 

Mr. PassMan. That was my understanding, it is economic support. 
It serves the same purpose, it helps their economy. 

Mr. Strassen. The President in his message said, as you know, that 
he wanted to particularly emphasize this fund. The program for it 
has had a very thorough review and scrutiny by the administration. 
It has been gone over in the Foreign Economic Policy Council, it 
has been reviewed by Treasury, State, Commerce and thoroughly 
reexamined. After that very thorough examination it was recom- 
mended to the Congress. As you know, it was thoroughly reviewed 
in the Senate and in the House. The Senate on the floor sustained 
it with a vote, I think, of about 50 to 17. The House committee has 
recommended it out, and it is out on the floor from the House author- 
izing committee. It is a matter from a policy standpoint that has 
_ one of the most thorough reviews of any proposal we have ever 
ad. 

INDIA’S AID PROGRAM TO NEPAL 


_ Mr. NatcHsr. Governor, as I understand, India at the present time 
ls carrying out an aid program in Nepal; is that correct ? 

Mr. Strassen. That is right. 

Mr. Narcuer. A request is being made at the present time for $85 
oe for the mutual security program in India, and $2 million for 
Nepal, 
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Mr. Strassen. That is right. 

Mr. Natcuer. How do you justify these two items, considering that 
there seems to be a race on, Governor, between India and the United 
States to help this one small country ? How do you justify that aid 
program that India is carrying on and at the same time receiving 
millions of our money ? 

Mr. Strassen. There are some items that they can help Nepal with 
that do not require dollars, and those things that do not require dollars 
we would rather have Indiado. That saves us money. 

Mr. Natcuer. Such as what ? 

Mr. Strassen. The $85 million for India is for things that need to 
be imported for dollars. It is only a small part of the development 
program. Some of the technicians that they need can only come 
from the United States and therefore it takes about $2 million. “N epal, 
as you know, is right up against the Soviet territory, the Himilayas 
and Tibet, and the Communists are trying to come down into Nepal. 
So it is in India’s interest and in the interest of the United States to 
see that Nepal does not slide into communism. 

Mr. Narcuer. Just what is India doing for Nepal at the present 
time? 

Mr. Srassen. She is furnishing some technicians, and she is helping 
to educate some of the people for government on a non-Communist 
basis. There was very much of a royalty situation that came out from 
the old British picture, and it was not a very stable governmental 
structure. So the Indians are helping to educate them. And we are 
helping to put in certain machinery and certain technicians. They 
have a terrific malaria problem in the lower area of Nepal that can 
really wipe out or debilitate the population. We have one very able 
young doctor from Florida over there getting on top of the malaria 
situation. 


INDIVIDUAL KNOWLEDGE OF UNITED STATES AID PROGRAM 


Mr. Narcuer. How do you feel generally about the people in India 
and Nepal and the different countries throughout Asia and E urope 
generally that have received millions of dollars of our money having 
know ledge of the fact that we are aiding them and assisting them at 
the present time? How do you feel about that? Do people generally 
know about this assistance being rendered ? 

Mr. Srassen. It is very much improving. We adopted this symbol 
that you find on here, on this justification book, in color—the Stars and 
Stripes shield with the clasped hands and United States of America. 
We did not put on Foreign Operations Administration because you 
cannot tell how long any one name will stand, but the United St: ates 
of America will stand there forever. Everything that goes out now is 
stamped with that in color if it is appropriate. We find a growing 
awareness of what we are doing. We sent out family food pac Kkages of 
surplus foods, 13 or 14 pounds per family of rice, lard, and items of 
that kind, a little canned beef when that was available. This stamp 
was put on every package. We sent out our surplus products in bags 
with this stamp on them. You can go down into Africa and the Near 
East and find youngsters hiking along with shirts with this symbol in 
the front because the shirts were made out of the bags. It is getting 
to be more widely known. 
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Mr. Narcuer. In the past we have had some trouble with that, is 
that not so? 

Mr. Srassen. That is right. 

Mr. Narcuer. Especially in France and some of the other countries? 

Mr. Srassen. That is right. 

Mr. Narcuer. The leaders knew but the people did not, resulting in 
a lot of incidents that should not have happened as far as our country 
and their countries were concerned. 

Mr. Strassen. That is right. One of the things that I think has 
made a big change in Germany was when they had the East German 
riots—we brought i in the family food packages in Berlin. We put the 
stamps on all of them. The people came from East Berlin to a these 
American food items. They talked to the West Berliners. ‘They ex- 
changed views. And really from that you could almost trace the 
turning point in the firm decision of the German people against the 
Communists. And they looked to us as a friend. 

The politicians, instead of campaigning on the basis of being un- 
friendly toward Uncle Sam, campaigned on the point that they were 
friends of Uncle Sam, and when the people endorsed the politicians 
you got a different atmosphere in the country. 

We found many instances in Italy and in France where they would 
say, “Well, I guess the United States helped my country, but they did 
not do anything for me.” So we took a small part of the country and 
tried to ship in some of the things that would reach the poor people 
and get down to them right from that standpoint of public support. 

I believe that the Communist unions are beginning to lose out in the 
plants in Italy. There is some hope. The Christian Democratic 


Party gained seven seats in the Sicilian elections this last month. 
There is a little breaking sign there. I believe that we are getting the 
message across. 


SPECIAL FUND 


In addition to this $200 million, the $100 million is the worldwide 
discretionary fund and can be used for any purpose, military or other- 
wise, anywhere in the world. That is the fund out of which the 
President can meet an emergency or exploit a favorable situation up 
to the extent of $20 million in 1 countr y. It isthe kind of fund out of 
which we met the Guatemala situation when they threw out their 
Government, the Communist-dominated Government. They were 
bankrupt. The Communists had stolen everything in the treasury. 
They were short for imports of food, and the President immediately 
made a grant that began a flow of commodities and reestablished con- 
fidence that helped the new Government get on its feet. 

It is the way that we have moved on ‘East Germany. There was 
$15 million in that case and it was the best money that we ever spent. 

In Iran, when Mossadegh was pitched out, the ‘Communists tried to 
take over and that was defeated. The P resident used $20 million of 
this kind of money to again stabilize their currency, bri ing them some 
imports and give the new Government a chance. So this is the emer- 
gency situation and flexible funds for it, and it is used on the joint 
recommendation of the Secretary of State, Secret: iry of Defense, the 
Director of the Bureau of the Budget and the has-been director of 
FOA, now Director of ICAF if it is economic, or ISA over in defense. 
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DIFFERENCE BETWEEN TWO FUNDS 


Mr. PassMan. What is the difference between the two funds? Could 
they be used for the same purposes? 

Mr. Strassen. The $100 million can be used anywhere in the world 
for military or economic or other emergency situations. And the 
$100 million can even be used under special findings behind the Iron 
Curtain, if there is something to reach, like the Danube flood. The 
$200 million can only be used on this side of the Iron Curtain, and 
essentially for an economic purpose in this arc of free Asia. 

Mr. Passman. Then the President could if he wanted to, spend 
$50 million out of the $200 million in India; he could turn around and 
take $20 million out of the $100 million and also spend that in India. 
There is that much flexibility in the program. He could take it out 
of either account for the same country. 

Mr. Strassen. I think if any President ever did that you would never 
give him another fund. What you are talking about now is: How 
can the President abuse his discretion? He has not in the last 214 
years. 

Mr. Passman. I am not suggesting that he would but I would like 
to have an answer to that question. I just merely asked if it could 
be done, if there is that much flexibility. 

Mr. Srassen. If he made a finding in the interest of the United 
States that that much would be spent in one place, technically and 
legally it could be done. 

Mr. Passman. That is all I wanted. I did not mean to imply that 
he would. 

Mr. Gary. I think the point the chairman is making was not in 
any way a reflection upon the discretion of the President. After all, 
we have to recognize, in view of the recent developments in Moscow, 
~_ there is going to be some hostile feeling against India on the 

oor. 

Now, as I recall, there is $85 million in the program for India. 
Then he could add to that $50 million from the $200 million and $20 
million from the worldwide fund, which could run the total up to 
$155 million. 

Mr. Strassen. I would say from everything I know, there is no likeli- 
hood of his doing that. As I say, it is sort of a theoretical pyramiding. 
It is not designed for that purpose. He has not used that that way 
in the past. As a matter of fact, this last year we put a higher loan 
percentage on the India aid than any other aid in the world. We knew 
that we had to get some dollar goods in India to meet some of these 
problems. We did not see any reason under all the circumstances 
why it should not be a long-term loan instead of a grant. What per- 
centage was it, Mr. Murphy ? 

Mr. Mcrpny. $45 million out of the $69,300,000 for development 
assistance. 

AID GIVEN TO INDIA IN FISCAL YEAR 1955 


Mr. Srassen. That would be about 65 percent of the money that 
went into India last year went in on loans. 

Mr. PassMAn. Give us all types of programs that went in. You 
named just one program. 
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Mr. Murpeuy. None of the point 4 program is on a loan basis. 

Mr. Passman. What percentage of the total grants to India repre- 
sented loans? You explained one account where we did have a loan. 
Let us see about the other accounts. 

Mr. Murpny. $84 million is the grand total : $69,300,000 was devel- 
opment assistance and $15 million was technical cooperation: and of 
the $69 million, $45 million was on a loan basis. 

Mr. PassmMan. Making a total of what ? 

Mr. Mureny. It is over 50 percent of the total. 

Mr. PassMAN. Let us take the total amount of all types of programs. 

Mr. Mureny. $84 million. 

Mr. PassmaN. How much was on loan? 

Mr. Murpuy. $45 million; something over 50 percent. 

Mr. SrassEn. India does not get any of the military hardware, or 
that kind of aid. We were not required by the Congress to put that 
heavy percentage on the Indian loan. We had the same factors in 
mind you have, only we have felt you do not want to be too rigid and 
you want to work these things around gradually. So when you ask 
about the way you might pyramid aid to India, I can say to you cate- 
gorically there is no such intention in the Administration, and I am 
sure Mr. Holster would have no such intention. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Strassen. When the Communists reached out to Tito, it was 
more than a matter of them reaching out to someone that we had aided. 
In the Communist system their monolithic control over the total struc- 
ture has been of the essence of their strange kind of power, and their 
ruthlessness and as a part of that monolithic structure has been the 
line—you cannot deviate from the central direction of authority. 
That is the mark of sin, to deviate. Now, Tito was the greatest devia- 
tionist, and suddenly they begin to court him. The heads of govern- 
ment, the heads of the party, go over and call on him. We will grant 
that is quite a bid on their part to try to win him away from his friend- 
ship toward us. It is no indiction that he has lost his sovereignty or 
let them take over direction. 

What is the effect going to be in Hungary and Czechoslovakia, 
Ukraine and Poland, and in Russia itself in their Communist structure 
when they have now, contrary to their own doctrine, started to praise 
and welcome a man whom they called the arch traitor before? No 
one can tell just what repercussions there are going to be, but they 
might be very deep. It might open crevices in this monolithic struc- 
ture. 

Take India, for example. The Communist Party in India has been 
campaigning against Nehru and against his party. Now, they gave 
him this great welcome and so on. What is that going to do to the 
Communist Party in India and the rest of Asia? Are they able to be 
that flexible that they sort of look upon that as sort of a show that goes 
on and they go right on trying to undermine Nehru? Can they make 
new recruits? They are trying to recruit the young Indian college 
graduates. Can they recruit him after this to be against Nehru’s party, 
or not? 

These things are double-edged swords; and I think the worst mis- 
take we could make would be that just because they tried to reach out, 





then we should suddenly cut loose. We should be alert, and the Presj. 
dent will be reexamining what we do with regard to these countries 
repeatedly, but it is important that we keep in mind that we have more 
to win than we have to lose in Yugoslavia and India and similar sity. 
ations. 

If, after all these efforts they get rebuffed in what they want in India 
and Yugoslavia, it is going to hurt the Communist structure pretty 
much, and it is a dividend that we are getting out of the persistent 
program that this Congress has per mitted over the years. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Strassen. It is not only a question of keeping them out of the 
hands of the Communists. It is economically good for business in the 
United States and for jobs in the United States to have these coun- 
tries coming up on their feet. 

Every time their stand: rd of livi ing improves, they become a more 
important trading partner in the free world, and one of the reason: 
that we today have the highest level of employment we have ever had. 
one of the reasons why the workers of this country have higher real 
wages than they have ever had, is because of the good economic condi- 
tions throughout the world that the Marshall plan and the mutual 
security program have helped to establish. 

It is when you have economic distress or stagnation in other parts 
of the world that you start to get the repercussions back in the United 
States economy. 

Mr. Denton. You are in a pretty precarious position with Chin: 
upsetting the balance between Japan and China. Japan is living on 
what we give her, is she not? 

Mr. Srassen. No, she is beginning to earn her way pretty well now. 
Our dollar expenditures in J apan from a military standpoint have 
gone down very sharply after the Korean war ended. Japan is start- 
ing to export more and earning her own way to a larger extent. 

Mr. Denton. Militarily neither of those countries are of much help, 
are they ? 

Mr. Strassen. Japan is quite a powerful military country. 

Mr. Denon. Not now. 

Mr. Srassen. Not now, but she established that when she had 
Manchuria to draw on. 

But if she can establish trade in the rest of Free Asia it would bea 
strong self-supporting country again. 

Mr. Denton. And when she is, will she be our friend or not? 

Mr. Srassen. I believe so. I believe General MacArthur’s leader- 
ship and reforms of the Japanese structure, opening up of the schools 
and newspapers, and so forth, I think has permanently changed Japan. 
so that no one can ever make predictions, not even about our own 
country, as to who will win the next election or anything of that kind. 

But in these countries I would say that the odds are that Japan will 
not go under a militaristic domination again. 

Mr. Gary. We are very much obliged to you, Mr. Stassen. 

Mr. Srassen. Thank you, sir. We have appreciated the opportunity. 
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TueEspay, JUNE 28, 1955. 
ESCAPEE PROGRAM 


WITNESSES 


LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM DIVISION, 
FOREIGN OPERATIONS ADMINISTRATION (ESCAPEE) 

CLEMENT J. SOBOTKA, EXECUTIVE OFFICER, ESCAPEE PROGRAM 
DIVISION (ESCAPEE) 


Mr. PassMaNn. The next item is a request for $6 million for the 
escapee program for fiscal year 1956. 

We would like to insert in the record the figures at the top of page 
555, section ITT. 

(The page of justifications referred to is as follows :) 


NONREGIONAL PROGRAM 


Escapee program— Comparative summary of programs by fiscal year 


Program 


Function | ; : 
| Fiseal year Fiscal year | I mane 
1954 1955 | fiseal year 

’ ast 1956 


| 

7 : — 
--} 
| 





Escapee program $7, 154, 321 $6, 250, 000 | $6, 000, 000 


Mr. PassMan. May I ask the amount of money you had available 
for this program in fiseal 1955 ? 
Mr. Mureny. In 1955 this program had available $6,250,000. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. Passman. How much do you have unobligated as of the last 
report ¢ 

Mr. Murruy. Unobligated balance as of the end of April was just 
over $2 million. The actual obligations on April 30 amounted to 
M4174,931. 

Mr. PassmMan. What was the amount of the unexpended balance 
as of April 30? 

Mr. Murry. Unexpended balance was $5.5 million. 

Expenditures on April 30 amounted to $751,164. 

Mr. Passman. Why would you need any money at all for this pro- 
gram in fiscal 1956 with a large unexpended balance and a large un- 
obligated balance ? 

Mr. Mureny. Mr. Laurence Dawson, Chief of the Escapee Divi- 
sion, is here, and he can answer those questions. 

Mr. Passman. We will be very happy to hear from you at this 
time, Mr. Dawson. 

Mr. Dawson. Mr. Chairman, we operate on a calendar-year basis. 
We go from January 1 to Dec ember 31. The present rate of expendi- 
ture is just short of $500,000 per month, so that our unexpended bal- 
ance by the beginning of the new calendar year will be in the neigh- 
borhood of $2 million at the time that the fiscal year 1955 funds and 
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the services which they will provide have been completely performed, 
The expenditure which will follow in the next 4 months will exhausi 
that $2 million at the present rate of expenditure. 

By ‘on same token, since we operate on a calendar-year basis, ow 
obligations might appear to be a little bit behind schedule but actu: ally 
they are not. Most of our money is obligated in the early part of the 
calendar year. The balance of it will be obligated before the end of 
the fiscal year. 

Mr. Passman. It will be obligated but it will be in the unexpended 
column. 

Mr. Murpny. In large part, that is correct. 

Mr. Dawson. Yes, sir. It will be in the unexpended column. 

Mr. PassmMan. How about prior years, prior to 1955 / 

Mr. Dawson. Would you like a rundown of the figures ? 

Mr. Passman. If we can get the total unexpended balances of the 
program since its inception. 

Mr. Murpny. I do not have the total here. I will have to supply 
that in this overall table. 

Mr. Soporka. We have a table a little later than yours. 

Mr. Passman. What you have may suffice. 

Mr. Sororka. Here it is, sir. 

Mr. Passman. I think we should insert in the record the recap, the 
front page, of the statistics you have just given us. 

(The table referred to is as follows :) 


United States escapee program funds, Apr. 30, 1955 


Authorized Obligated Expended 


Fiscal year 
1952-53 - $6, 200, 0) $4, 732, 000 $4, 732, 000 
1954 | 7, 500, 000 7, 154, 000 4, §25. 000 
1955_. ), 240, 000 4, 366, 000 751. 000 


Total 9, 950, 000 16, 252, 000 10. 108. 000 
1956 (proposed) 5, 000, 000 


1 Expenditures between Sept. 30, 1954, and Apr. 30, 1955, averaged $477,000 per month. 


Mr. Passman. You may proceed, Mr. Dawson. 


GENERAL STATEMENT OF CHIEF OF ESCAPEE PROGRAM DIVISION 


Mr. Dawson. Mr. Chairman, in addition to the statement on the 
escapee program, which is included in the general presentation already 
in the hands of the committee, I should like to submit the following 
information to you in support of the $6 million appropriation which 
we are requesting. 

(The information referred to is as follows:) 


STATEMENT ON THE UNITED STATES ESCAPEE PROGRAM BY LAURENCE A. DAWSON. 
CHIEF, ESCAPEE PROGRAM DIVISION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Chairman, in addition to the statement on the United States escapee pro- 
gram which is included in the general presentation already in the hands of the 
committee, I should like to submit the following information to you in support 
of the $6 million appropriation which we are requesting. 
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The escapee program has been carried on since March of 1952 to provide re- 
ception, interim care and maintenance, and resettlement assistance to recent 
soviet and satellite escapees in Europe, and to undertake assistance projects on 
iehalf of selected escapee groups or individuals in other areas of the world. The 
program provides specific support to United States interests in demonstrating the 
concern of the West for those who flee Communist oppression and seek asylum 
in the free countries of the world. 

ty the end of calendar year 1955, it is estimated that there will be 19,850 
escapees on the USEP caseload in Europe and the Near East. Allowing for 
4466 new arrivals and other escapees who are expected to be added to caseload 
during calendar year 1956 and for a reduction of 14,566 escapees who will be 
resettled, integrated in the local economy of the asylum country, screened out 
for security, or otherwise disposed of, there should be about 9,750 escapees on 
the caseload on December 31, 1956. This will require the program to assist a 
total of 24,316 escapees during the year and to provide care and resettlement 
assistance to an average caseload of 14,800 escapees. In the Far East, it is ex- 
pected that about 17,000 people will receive assistance. 

The $6 million requested will be utilized as follows: 


I. Europe and Middle East: 
A. Care and maintenance (average caseload of 14,800 escapees 
at $91 each) $1, 351, 000 
B. Preparation and processing for rese ttleme nt (average case- 
load of 14,800 ese apees at $145 each) -__-__ . 2,151, 000 
‘. Local resettlement in countries of asylum (2,956 escapees 
at $166 each) ____~ pL ee [ye Ew oe 491, 000 
. Transportation to overseas countries of re settlement 
($8,056 escapees at $125 each) ‘ decease 1, 007, 000 
Total, Europe and Middle East (total of 24.316 escapees 
at $206 each) —---~- s . __. 5, 000, 000 
II. Far East: 
A. Care and maintenance_____-____-___. se 25, 000 
B. Resettlement support —__ : 95, 000 
C. Loeal integration in Hong Kong__ : i 880, 000 
D. Transportation and overseas resettlement _—-____~- 500, 000 


——$_—___——. 


Total, Far East (17,000 at $50 each) ...............-- “- 000, 000 


These services will be provided during 1956 along the same general lines as 
in previous years. However, there will be an increasing effort to insure that all 
eligible escapees receive a fully adequate standard of care until they can be 
resettled ; that there are special programs to provide each escapee with a sound 
and permanent solution through resettlement ; and that those who are unable to 
be resettled overseas are integrated successfully in the local economy of the 
country of asylum. The intensification and consequent somewhat higher costs of 
these programs are necessary to continue to offset the campaign which the Soviets 
and their satellites are conducting to induce escapees and refugees from Iron 
Curtain countries to return to their homelands by any means, including murder, 
kidnaping, chain letters, and even advertisements in United States newspapers. 
In spite of these efforts, it is expected that resettlement in calendar year 1956 
will continue to be very difficult since escapees are very hard to place due to their 
countries of origin. 

Expenditures under the escapee program are averaging $477,000 per month. At 
this rates, the unliquidated obligation figure of $6,144,000 as of April 30, 1955, 
should be reduced to a little over $2 million at the end of calendar year 1955 
when program services from fiscal year 1955 funds will be completed. 


[ might add that this additional information includes the table to 
which you have just referred, along with other data and other explana- 
tory material. 

At the outset I should like to say that the escapee program is a 
United States program operated by United States personnel, conceived 
and carried out in the specific interests of the United States in the 
fields of political and psychological program objectives and operations. 
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It relates to a limited category of escapees being in the main the 
recent escapees who have come from behind the Iron Curtain, and it 
caseload at the end of this calendar year will total 19,850 persons 
according to our estimates. 

During calendar year 1956 it is estimated that we will reduce that 
caseload by 14,566 persons through resettlement, local integration, and 
dropping of persons from the caseload for various reasons, but will 
add to the caseload 4,466 persons who will be the new arrivals coming 
in through the Iron Curtain, plus a few additional persons yet to be 
registered, so that our estimate is that at the end of calendar year 195¢ 
there will be about 9,750 escapees on the caseload. 

The program prov ides, as you know, assistance in reception facilities, 
interim care and maintenance, and, above all, assistance in the effort 
to solve the case of the escapee permanently, primarily through reset- 
tlement but in some cases through local integration. 

The $6 million requested will be used as follows: 

For the care and maintenance aspect of the program, in that part 
of the program which operates in Europe and the Near East, and that 
is the main sector of the program, $1,351,000. 

For the resettlement support activities, embracing a host of activi- 
ties designed to speed the escapee on his way to another countr y and 
to qualify him for resettlement, and to overcome the natural disad- 
vantage which the escapee has, a figure of $2,151,000. That is the 
figure projected. 

For local integration in the European program we expect to spend 
$491,000. 

Finally, for resettlement transportation costs, $1,007,000. 

In the Far East aspect of the program, where the program carries 
-_ its activities on a selective basis for selected groups or individual 

capees, again in support of specific United States objectives and pro- 
grams, it is ; planned to spend $25,000 for care and maintenance, $95,(00 
for resettlement support, $: 380,000 for integration, local integr ation, 
primarily in Hong Kong, : and$ 500,000 for transportation. 

Mr. Passman. How many cases will you close during fiscal 1955! 

Mr. Dawson. Did I understand you correctly, fiseal 1955 ? 

Mr. PassmMan. Yes. 

Mr. Murrny. They are ona calendar year basis. 

Mr. Passman. On a calendar year basis what number will be closed! 

Mr. Dawson. On a calendar year basis we will close 8,700 plus 
through resettlement, 2,900 through local integration, and the other- 
wise disposed of are 

Mr. Soporka. 8,764 through resettlement, 4,393 for local integra- 
tion, and 5,636 slaty wise disposed of. 

Mr. Mourpny. Just under 19,000. 

Mr. Passman. It seems as though the workload may be down from 
previous years. 

Mr. Dawson. Yes, sir. We are planning and anticipating a pro- 
gressive reduction in the caseload, Mr. Chairman. 


PROGRAM REQUIREMENTS, 1956 


Mr. PassmMan. May we insert in the record at this point page 55/, 
section ITI? 
(The information referred to is as follows :) 
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LOCAL INTEGRATION OF REFUGEES 


Mr. Natcuser. Under the second category you figured 4,000 plus 
What was that figure? 

Mr. Dawson. 4,393. 

Mr. Natcurer. What was that category? 

Mr. Murpuy. Integration. 

Mr. Dawson. Local integration. 

Mr. Natcuer. What do you mean by local integration? Where 
do these people go? 

Mr. Dawson. Local integration, sir, is a generic term used 
cover the process of taking the escapee from the category of depend- 
ence and placing him in a status of self-dependence, permanent 
self-dependence within the country which has granted them asylum, 
the country in which he now resides. 

Mr. Natcuer. Does he have any choice as to the particular 
country, or is he placed by your organization? 

Mr. Dawson. Our organization primarily works toward resettle- 
ment in some other country. It is important to move him on from 
the country of asylum into some other country for permanent 
resettlement. 

Mr. Narcner. Assuming that he comes from East Germany to 
West Germany? 

Mr. Dawson. Yes, sir. 

Mr. Natcuer. Would he fall in this category? 

Mr. Dawson. Are you referring, sir, to a German refugee? 

Mr. NatcHer. Yes. 

Mr. Dawson. He would not even be in our program, because he is a 
German moving about within Germany. He possesses the rights of 
nationality and the privileges of nationality within Germany, and he 
shares in the German economy as to improvement and any aid pro- 
grams which the United States or other countries may extend to 
Germany as a whole. 

Mr. Natcuer. What about a Soviet soldier stationed in East Ger- 
many coming over into West Germany? What would the procedure 
be there? 

Mr. Dawson. That person would be eligible under the escapee 
program. 

Mr. Narcuer. Can you tell me where he would end up? Where 
would you place him ordinarily? 

Mr. Dawson. They have come principally to the United States, to 
Canada, Australia, Brazil, Chile, Colombia, Venezuela, Argentina. 


SCREENING OF REFUGEES 


Mr. Natrcuer. Mr. Dawson, a Soviet soldier who comes from East 
Germany to West Germany, who arrives in the United States, how 
carefully do you screen this subject? ‘To what extent do you go into 
that? 

Mr. Dawson. May I go off the record in reply to this? 

Mr. Natcuer. Yes. 

(Discussion held off the record.) 

(The information requested off the record is as follows:) 

When an escapee arrives in the West he is usually sent to a security screening 
center, either local or United States, where he declares himself to be a political 
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yee and requests asylum, He remains there until file checks and interviews 
completed to establish that he is a bona fide refugee. In Germany most 
scapees are processed in this manner through both United States and German 
istallations. Upon completion of this initial processing, he moves to a refugee 
amp at which point he will come to the attention of the voluntary agencies co- 
perating with USEP. A complete investigation of the past record of the escapee 
s initiated by USEP using all available sources—the files of United States and 
lied agencies, local police and other sources, and various record centers in 
Europe which serve as clearinghouses for identifying information on refugees and 
escapees. The assembled information is evaluated by USEP officials, in consul- 
tation with other United States agencies as necessary, under criteria which 
exclude from United States assistance any person: (1) found to be a Communist 
cent, or to be a member or former member of the Communist Party or affiliated 
rganization, or other organization regarded as inimical to the United States, 
nless it ean be established that such membership was involuntary or under other 
extenuating circumstances; (2) who is a former Nazi or Nazi-collaborator seeking 
to escape just punishment for crimes; (3) who is a criminal, other than a political 
ffender, who has committed a felony or is habitually guilty of minor offenses or 
who is escaping to avoid prosecution for a crime; (4) who is an anarchist. 

The initial processing by United States and local agencies will take from 1 to 
} months or more, depending upon the complexity of the case, while USEP 
screening will require an additional 6 weeks or more. It is noted that while there 
sa steady flow of escapees across the Iron Curtain, the majority of escapees now 
n Europe have been in asylum areas 2 years or more. A pattern of behavior and 
activity ean usually be determined on these escapees in this period, and the escapees 
actually sereen themselves by reporting suspected subversion or criminal activity 
onthe part of other escapees. Such information is added to the files and evaluated 
on a continuing basis even after completion of the initial USEP screening. 

Mr. Passman. Mr. Denton? 

Mr. Denton. How many people are in refugee camps in Europe? 

Hr. Dawson. Speaking of the escapee program? 

Mr. Denton. Yes. 

Mr. Dawson. Approximately 10,000. 

Mr. Denton. Is this a program where we authorized over 225,000 
to come into this country? Are they part of this program? 

Mr. Dawson. No, sir. Our program is designed to resolve the case 
of the escapee for permanent resettlement and to aid in the interim 
care, irrespective of the country in which he ultimately ends up. 
We settle them in countries according to their existing immigration 
policies and programs. 

As far as the refugee relief program is concerned, we avail ourselves 
of the resettlement opportunities in the United States under that 
program and facilitate the handling of the escapee’s resettlement. 

Mr. Denton. What is the difference between a refugee and an 
escapee? 

Mr. Dawson. The term “escapee” as used in the escapee program 
refers in the main to those persons who have come out since 1948. 

Mr. Denton. How about refugees? Did they come out before 
1948? 

Mr. Dawson. Until the escapee program came along the term 
“refugee” generally was used for those persons who came out before 
then or up until then, including some of those left over after the war. 
hey were displaced persons and refugees. 

he term ‘‘escapee”’ is used in connection with the escapee program. 

Still later the term received a broader definition under the Refugee 
Relief Act. 

_Mr. Denton. Escapees are different from refugees because of the 
time when they left from behind the Iron Curtain? 


64418—55 30 
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Mr. Dawson. As far as the escapee program is concerned that in the 
main is true. 

They are different in the sense that the term is used to denote the 
recency of the arrival. 

Mr. Denton. Those: before 1948 are refugees and those after 1948 
are escapees. Is that the difference? 

Mr. Dawson. Not that clear-cut, sir. The escapee program has 
made exceptions to its criteria and has extended eligibility to some 
persons who came out before 1948. 

The term “escapee” was given a different and less restrictive defi- 
nition in the Refugee Relief Act. 


KERSTEN AMENDMENT 


Mr. Denton. When was the escapee legislation passed? When was 
the enabling legislation passed? 

Mr. Dawson. It stemmed originally from the Kersten amendment 
passed originally in 1951. The term ‘‘escapee’”’ was used in that. 

Mr. Denton. Which act? 

Mr. Murpuy. Mutual Security Act. Originally it was the Mutual 
Defense Assistance Act. It was included in the Kersten amendment 
and carried in the Mutual Security Act and now is included in section 
401 of that act. 

Mr. Denton. Does that change our immigration laws and give 
these people any priorities? 

Mr. Dawson. No, sir; not in any way. Escapees can only enter 
the United States in accordance with the provisions of existing 
United States immigration laws, including the Refugee Relief Act. 

Mr. Denton. Does the Refugee Act give them a right to expedite 
their entrance? 

Mr. Dawson. It does not state that as a motive or goal. 

Mr. Denton. But you use the Refugee Act for that purpose? 

Mr. Dawson. We do, yes, sir. But I would like to point out that 
under the terms of the act a 2-year history is required on escapees 
who come from behind the Iron Curtain. 

Mr. Denton. You have a good many more people in this country 
as escapees than you have refugees, do you not? 

Mr. Dawson. I can only speak for the escapee program. 

Mr. Denton. You show 9,799. 


REFUGEES ADMITTED UNDER DISPLACED PERSONS ACT 


Mr. Dawson. Yes, sir. The great majority of those came to this 
country under the provisions of the old Displaced Persons Act, section 
3 (c) thereof. 

Mr. Denton. Displaced Persons Act? 

Mr. Dawson. Displaced Persons Act, section 3 (c) of it which re- 
mained in force until June 30, 1954. 

That was the special provision for bringing in escapees. 

That expired June 30, 1954. 

The great majority came in under that and were processed in 
accordance with United States immigration laws. 

Mr. Denton. These 9,799 entered the United States over a period 
of how many years? 

Mr. Dawson. Since the inception of the program in 1952. 
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OBLIGATIONS AND EXPENDITURES 


Mr. Denron. How much money do you expect to spend on this 
program next year? 

' Mr. Dawson. In fiscal 1956 or calendar 1956? 

Mr. Denton. Calendar 1956. 

Mr. Dawson. $6 million. 

Mr. Denton. You have that much set up? 

Mr. Dawson. Yes, sir. 

Mr. Denton. Then you will carry over around $5 million, will you 
not? 

Mr. Dawson. We are on a calendar-year basis. 

Mr. Denton. Even there you still have enough to carry over for 
everything that you expect to spend. 

Mr. Dawson. This $6 million unliquidated obligation will be 
largely liquidated by the end of this calendar year at the present rate 
of expenditure. All but $2 million of it will be liquidated. 

Mr. Denton. Are other countries contributing to this fund? 

Mr. Dawson. This is not an intergovernmental program. The 
total expenses of the escapee, his care and maintenance, and resettle- 
ment, are met through the combined resources of the country which 
grants asylum, and of the United States escapee program with a 
certain participation of others. 

Mr. Passman. This is strictly a United States program, made on a 
voluntary basis; there are no contributions made by any other nations 
to this fund. 

Mr. Denton. I thought he said there was by the asylum countries. 

Mr. Dawson. No, sir. The asylum countries merely grants— 
basically they maintain the assistance to the escapee. Originally 
certain of these countries put up some of the money in connection with 
their migration and assisted in removing the people from the country. 
The United States program augments and supplements this through 
budgets such as this. 

RESETTLEMENT SUPPORT 


Mr. Fenton. What is done with this resettlement support; just how 
is that handled? 

Mr. Dawson. The term “resettlement support’ relates to half a 
dozen separate activities which I will outline. 

In the first place, there must be counseling; analysis of the case of 
the individual escapee, to see which country he may be able to qualify 
for—to immigrate to, according to his status, and according to his 
family, and according to his health situation, and so on. 

Secondly, he may need training in a particular language or in a 
particular vocation in order to qualify for the country that he other- 
wise might go to; and we provide training; and that is included in our 
category of resettlement. 

The business of securing assurances from sponsors in immigration 
countries is carried out on a priority basis by the European program, 
operated through the voluntary agencies, and we have contracts 
with these agencies in that effort. That is another form of the 
resettlement program. 

Finally, in certain countries and in certain instances, placement 
assessments are paid in order to hasten and facilitate the resettlement. 
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And we are always bearing in mind that the sooner we can resett); 
him, the sooner we can get him off of the care-and-maintenance rolls 
in Europe. 

NUMBER OF PERSONNEL 


Mr. Hanp. How many people do you have working in this program 
either in whole or part-time basis? 

Mr. Dawson. We have a total of 71 United States personnel 
including the Washington office and our missions in Germany, Austria 
Italy, Trieste, Greece, and Turkey. 

Mr. Hanp. How many non-United States employees? 

Mr. Dawson. We have 72 non-United States local personnel. 


CALENDAR-YEAR PROGRAM 


Mr. Hanp. Will you tell me, Mr. Dawson, why this particula 
agency is on a calendar-year basis? 

Mr. Dawson. We were originally funded under the transfer pro- 
visions of the Kersten amendment, which required a determination 
by the President that the programs operated under it were in the 
national interest and met certain other stipulations. And the appr- 
priation for the Mutual Security Act and for certain other assistance 
acts in general were not available. I do not recall the exact times, 
but I recall some of the m, and it was in September and October before 
such determinations could be processed, so that no funds actually 
would become available to us through those determinations until 
about December. Thereafter they were obligated, starting with the 
calendar year. 

Mr. Hanp. I am utterly unable to see how that is a satisfactory 
answer as to why, from the beginning of the program, you have 
operated.on a calendar- -year basis rather than the typical fiscal year 
that we are mostly confronted with. I can understand when it in- 
volves the United Nations, which is an international organization 
and operates on the calendar year, that we have got to conform; but 
I do not see why you are on a calendar-year basis. 

Mr. Dawson. We could not spend the funds until the next year— 
that is, we had to wait until the funds were available through a 
determination order in order to obligate or contract for a full 12-month 
period. 

Mr. Hanp. In answer to a question of one of my colleagues, as to 
how much you expect to spend this year, you said ‘‘$6 million;” is 
that right? Is that the amount of the program you expect to spend? 

Mr. Dawson. I understand the question related to the next year 

Mr. Hann. This coming year, the year beginning day after tomor- 
row. Is that right? 

Mr. Dawson. Yes. 


BASIS FOR INCREASE IN EXPENDITURES 


Mr. Hanno. Why do you say you expect to spend $6 million when 
so far in this program, you never have spent that much in a year’ 
The table indicates that in the 1952-53 period you spent $4,732,000 
in 1954 you spent $4,625,000; and so far, apparently, in 1955 you 
have spent $751,000. So you have never spent $6 million. Why d 
you expect to spend that much this year? 
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Mr. Dawson. The first year the program was established, the 
amount actually authorized was through the President’s determina- 
tion in April and the program then had to be established; employees 
hired and an office set up, with some arrangements worked out with 
the voluntary agencies on a contract basis, and with the Government. 

Mr. Hanp. That involved a considerable lag of time; but in no 
vear have you spend more than a substantial fraction of the $6 million. 
You have never spent $6 million. Why do you say this year you are 
voing to spend $6 million? 

Mr. Dawson. Well, the answer to that, sir, is that the pipeline on 
this type of operation is a lengthy one. For instance, this program is 
working toward the eventual resettlement of individuals, and the total 
expenditures will come only when you set up the resettlement. Mean- 
while, we have to carry on a maintenance basis until we reach the point 
where we expend both the care and the resettlement funds in the same 
vear. As cases begin to emerge from the resettlement pipeline, the 
expenditure rate goes up. And that is what has happened. We have 
now reached—there is a footnote on that table showing the expendi- 
ture rate is just short on $500,000 per month; so we are spending money 
at a rate of $6 million per year as this program has gone into high gear. 

Mr. Hanp. You have just started to spend at that rate of $6 
million? 

Mr. Soporka. That is the average for the past 7 months. 

Mr. Hanp. From the beginning of the program up until now, you 
have been authorized, and I presume, appropriated, an amount of 
$19,950,000 of which, as of April 30 of this year, just a month or so 
ago, you have only spent $10,108,000. Do you expect to expend all 
of that balance? 

Mr. Dawson. In 1952-53, by the time the program was set up, 
they were not able to obligate the funds, let alone spend them. We 
are only able to obligate that amount of money effectively—— 

Mr. Hanno. My question is, Do you expect to spend all of the 
balance that is remaiming to you? 

Mr. Dawson. We do expect to spend all of the balance that remains 
to us. 

Mr. Hanp. During this coming fiscal year? 

Mr. Dawson. I would like to amplify my statement a bit by 
pointing out that in 1953, we also took a voluntary cut of $700,000 
in conjunction with a governmentwide economy drive program, so 
that is missing from here. 

Mr. Hanp. Notwithstanding that cut, out of your total appropri- 
ated funds of $19,950,000, you have, as of April 30, 1955, only expended 
approximately half of that amount, and in addition you had only 
obligated $16,252,000 as of that date; so you have some 3% to 3% 
millions that you have not obligated. Now, do you intend to obligate 
all of those funds; that is, spend that unobligated balance, plus this 
hew appropriation? 

Mr. Dawson. That is not all available to us; that part which we 
did not obligate in 1952 or 1953 is not available to the escapee program. 

he same is true of 1954, where we obligated virtually all which was 
authorized. 

In 1955, we do intend to obligate all the difference between the 
$6.25 million and the $4.366 million. That is because we only got 
our money, our authorization, in December, and that is why we 
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obligate our funds in January for the full calendar year; and actually 
the difference there would be obligated before June 30. 

Mr. Passman. I think maybe I had better state for the recor 
that under the proposed authorization, or that is, the authorizatioy 
bill that passed the Senate, and the House is now considering specifies 
that this appropriation be made on a fiscal-year basis. 

There is hereby authorized to be appropriated for the fiscal yea 
1956, not to exceed $6 million, for continuation of activities including 
resettlement which you have been undertaking, for selected escapees 
under section 401 of this act. Now, inasmuch as this is strictly , 
United States program, then why should it be operated on a calendar 
year? Mr. Hand has made a very good point. I have not been abl; 
to understand why a United States program, where the authorizing 
legislation and the appropriation are both made on a fiscal-year basis, 
and with strictly United States funds, should be operated on a calen- 
dar-year basis. 

Mr. Sonorka. Mr. Chairman, may I try to answer that? 

Mr. PassMan. Yes. 

Mr. Sosporxa. As Mr. Dawson has stated to you, originally we got 
the authority on the calendar-year basis because the money was mad 
available by transfer from other funds and it was not made available 
to us until just before the first of the calendar year, when we launched 
on operating contracts, with American voluntary agencies which carry 
out a large part of this program on which they must depend to a very 
large extent, for their staffing, and for their facility to set up and to 
carry out the program on the basis of some firm commitment or 
promise; and we have, therefore, operated on a year-to-year basis 
with them, on a calendar-year basis and it would hamper our opera- 
tions to shift that. However, if it were decided that we should shift 
to a straight fiscal-year basis, that could be done, but it would be 
desirable to do it gradually in order not to slow up the operations and 
the pipeline that we now have established. 

Mr. Passman. Of course, so far as the committee is concerned, we 
are thinking in terms of the appropriation for the fiscal year and that 
is also true with the authorizing legislation. 

Mr. Passman. Thank you very much, gentlemen for your presenta- 
tion. 


WEDNESDAY, JUNE 29, 1955 
INTERREGIONAL EXPENSES 
WITNESSES 


ROBERT L. RUPARD, EXECUTIVE OFFICER, OFFICE OF THE DEPUTY 
DIRECTOR FOR TECHNICAL SERVICES, FOREIGN OPERATIONS 
ADMINISTRATION 

JOHN E. DE WILDE, CHIEF, ADMINISTRATIVE BUDGET BRANCH 

JOHN E. MURPHY, CONTROLLER, FOREIGN OPERATIONS ADMIN- 
ISTRATION 


Mr. Gary. The committee will please come to order. 

We will take up this morning the request for interregional expenses, 
and in that connection we will insert in the record at this point the 
table appearing in section 3, page 541, of the justifications. 

(The table referred to follows: 
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NONREGIONAL PROGRAM 


Interregional expenses 


{In thousands of dollars] 


Program, Proposed, 
fiscal year fiscal year 
1955 1956 


Fiseal year 
1954 


el OR I NIG cncncuseccsensnantcnadedceeategssacgues 4,017 
Domestic program expenses 5, 225. 6 6, Load 
10, 267 
Less emeunaa included in other ree ams as follows: 
Defense support, Europe-- rineinainmenel diknieininiteweaEae has 996. —1, 333 
Tote MORNE POOR T . 6 oi bis. <h5sesbeds+ dake -obesbekdseden : 
Technical cooperation, Korean country program_.-...-.-.-- 


Net amount provided for under technical cooperation-_-- , 954. 7 8, 600 


1In fiscal year 1954 expenses of this nature were dsitributed to country and regional programs. 


GENERAL STATEMENT 


Mr. Gary. Mr. Rupard, do you have a general statement for the 
committee? 

Mr. Ruparp. If you wish, Mr. Chairman. 

Mr. Murray. Mr. Chairman, just before Mr. Rupard begins his 
testimony, I might make one explanatory statement. You will notice 
the item is comprised of two items: Interregional expenses, and do- 
mestic program expenses, which total $11,124,000. But it is netted 
out at the bottom of the page $9 million, because the funds for some 
of the items have been included in defense support, joint control area, 
and the Korean program itself. 


BASIS FOR REQUEST 


This item is broken out separately this year to give the committee a 
better understanding of the expenses which are really not, = an 
accounting sense, capable of being distributed by : geographic are: 

In previous years, these items have been included on a pro rata bate, 
a rather arbitrary basis in the various geographical areas, and it has 
been very unsatisfactory from the standpoint of being able to explain 
the needs for the items. 

You will find in the appropriation language no specific appropriation 
requested for this item. The items are included under technical 
cooperation, or defense support, or control areas. But because of the 
nature of the expenses, they could not have been clearly set out in 
the program justification on an area basis. So they are put in here 
in a lump sum in this particular part of the book. 

Mr. Gary. But you are not asking for a separate appropriation for 
this $9 million? 

Mr. Murpuy. No. 

Mr. Gary. You are justifying these items which appear in other 
requests which have already been discussed, but these particular items 
were not discussed in that connection. 

Mr. Murpuy. That is exactly right. 

Mr. Ruparpb. That is correct, Mr. Chairman. 

Mr. Gary. Very well, Mr. Rupard, will you give us your statement 
at this time? 
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Mr. Ruparp. The first point I would like to make, Mr. Chairmay 
is that these interregional projects affect more than 1 of the 4 geo. 
graphical regions in which we operate. 

In other words, they take in given projects which have application 
perhaps both to Latin American area and the Far East area. They 
must have a benefit to two regions before the funds in this qualify 
There are a few examples which I would like to give you here. 

Now, among these projects there are essentially two different types 
of projects, and the great bulk among them, among this first item of 
$4.3 million, are simply continuing technical assistance projects 
essential in the training field and a part of the ongoing program 
They are the kind of thing that would be funded one way or another, 
but the purpose is to get this item out so that all of us can see it, 
the agency as well as here, and we have shown them in this fashion, 


INTER-REGIONAL PROJECTS 


The smaller portion of this interregional project category, are what 
you might call developmental projects, the newer things that come 
up that are not a part of the old training programs that are underway. 

I might give you an example of the kind of development projects | 
have in mind. A year or so ago, as you will recall, there was quite an 
effort made to start something about people participating in atomic 
energy efforts. We picked up the ball of that with the Atomic Energy 
Commission and the State Department, and started making arrange- 
ments for foreigners who have some skill in physics and that sort of 
thing to come to the United States to get the advantages of training 
in the peaceful uses of atomic energy. For instance, these people 
were to come from the four geographical regions of the world and we 
would fund that type of thing out of this item. 

Now, to go back for just a moment, the other category which is 
really the one that takes the greatest portion of this money is a con- 
tinuing thing. That is an essential support activity to the training 
program and I will give you a few examples of that. 

We have to provide interpreters for some of these foreigners who 
come over here for training. The interpreters’ cost would be included 
in this $4.3 million. We also have to provide the expense of shipping 
back the technical materials the trainees accumulate when they get 
here, which is one of the most important things we can do for them, 
that is, to get into their hands some technical materials, which, prac- 
tically speaking, are missing in their own country. 


CONTRACTS WITH LAND-GRANT COLLEGES 


Another example of the type of project that would fall under the 
interregional project are the contracts that our Agricultural Office is 
working out with the land-grant colleges. We have contracts with 
49, I believe, or 50 land-grant colleges, whereby the young farmers who 
are coming over from the underdeveloped countries of the world are 
trained while they are in the United States, by the land-grant colleges. 
We work out a contract with those colleges and pay for their services 
through this fund. 

Mr. Gary. Why could not this be fixed on a regional basis, accord- 
ing to the regions that the participants come from? 
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Mr. Ruparp. It could be done that way. Normally, when we are 
starting in on these projects, there is a little une ertainty at the time of 
the first development where the people are coming from, and in what 
quantity. We may have a fairly good idea, perhaps, that most of the 
young farmers, if I ‘might use an ‘example, might be coming from Latin 
{merica. And we might say, well, we will have three-fourths of this 
ander Latin America. 

On the other hand, when you announce a program of this type and 
start having our mission work with the participating governments, 
we find many difficulties there as to whether they can furnish what 
might be a normally good quota or not. For many reasons, they 
may not be able to come up with qualified people of the type who 
should come. So, as a planning device, as much as anything else, 
where we know that more than one region will be participating in the 
project of this sort, we try and fund it here. So in connection with 
some of these programs, in prior years, where items of this type were 
carried on, they were funded back to the country on the regional 
programs. 

In other words, it was a strictly project-by-project operation. 

What we have tried to do on this, at the beginning of this year, and 
projected into the future, is to try and program these activities a year 
in advance. We would like to list out the 20 or 30 projects that we 
can see coming up during the course of the year, and it is at that stage 
that we developed the project statement as to what this would be, and 
what is to be accomplished by the use of this money. 

So we sit down with the regional office and say, Does this fit into 
your concept of what you want to have done?—say in Guatemala or 
whatever country it might be, so that we can lay out, somewhat in 
advance, and get the Director’s approval for this type of program. 
Then we can proceed on it. It does lend itself to a more systematic 
way of operation and it does pull out the program so that we can see 
the amount of money and the type of thing that we will be doing. 


LIST OF PROPOSED INTERREGIONAL PROJECTS 


Mr. Gary. Do you have the list of projects which form the basis 
for this request of $4 million-plus? 

Mr. Ruparp. Yes. 

Mr. Gary. Could you furnish us with that list? 

Mr. Ruparp. Yes. I would like to furnish that for the record, as 
I do not have it before me. 

Mr. Gary. Yes, if you will, we will insert it in the record at this 
point. 

(The information requested follows: ) 


INTER-REGIONAL ACTIVITIES 


“Inter-Regional Activities’? are those functions, undertakings, or activities 
Which, as the name implies, serve or assist 2 or more geographical regions, and 
hence necessitates financing from the funds which would otherwise be made 
available to 2 or more appropriation accounts. Activities solely on behalf of a 
single geographical region of the world are to be financed from the funds which 
will be made available to the appropriate regional office and not from the proposed 
interregional funds. 

Attached is a table which lists contemplated interregional activities for fiscal 
year 1956 grouped by the FOA offices which would administer the activities. 
Each activity has been numbered and a brief description of each activity given 
on an attached descriptive list of the proposed interregional activities. 
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Descriptive List oF Proposep INTER-REGIONAL ProJects, FiscaL YEAR 195 


1, Contract with the Washington International Center to provide for recepti 
and orientation of foreign visitors in Washington; contract with American Lang). 
age Center to provide language training to those participants not having sufficiey; 
knowledge of English to profit by their United States experience. 

2. Contracts with Vanderbilt and Stanford Universities to provide predepartur: 
orientation in economic development to participants. 

3. Contracts with American professional societies to provide associate member. 
ships to foreign visitors to provide continuity of training and contact with the 
United States. 

4. Contracts with private organizations to evaluate the long-run impact of the 
technical cooperation program. 

5. Printed materials to be distributed to foreign visitors, related to the genera] 
technical cooperation and technical exchange programs. They are nontechnica| 
in nature and do not duplicate general orientation materials distributed by th 
Washington international center. 

6. Contract to provide for the forwarding to home countries of materials related 
to training of participants. 

7. To provide interpreter services to participants while in the United States. 

8. To reimburse land-grani colleges for services performed for participants. 

9. To provide for salaries for team leaders or technical consultants with teams 
and for travel and per diem for team leaders and interpreters. 

10. Special agreements with the Department of Agriculture for the use of th 
facilities and employees of the Agricultural Research Service and the United 
States Salinity Laboratory for services in connection with agricultural technical 
assistance, and FOA-USDA special agreement to provide for exchange and dis- 
tribution of basic informational and technical agricultural publications issued by 
the land-grant colleges and the U.S. D. A. 

11. Contract to provide for preparation of materials relative to agricultural 
credit needs and usages and their relationship to land usages. 

12. For printed materials for use of agricultural technicians in the field, foreig: 
participants, etc., in the furtherance by the agricultural program. 

13. A contract with the American Farm Bureau to carry out the training of 
young foreign farmers in the United States. 

14. Technical background materials for the use of participants and technicians 
in the FOA labor programs. 

15. For the preparation or purchase of materials for the training of foreig 
participants, orientation of United States technicians going overseas, and distribu- 
tion overseas in support of technical assistance projects in public health, publi 
administration, education, community development. 

16. Adaption of American teaching materials, manuals, visual aids, etc., for 
use Overseas in underveloped countries. 

17. Contract with the University of Pennsylvania to provide for training 0 
foreign architects and planners in the field of housing. 

18. Contract with private organizations to develop a single earth-block machine 
for production of raw materials for self-help housing, and similar simple hand- 
operated machines for use in the construction of housing. 

19. Contract for a study of the nature of the movements of rural population: 
to urban centers in underdeveloped areas. 

20. Contract to provide programs of education, training, and observation for 
Spanish speaking and other participants, in Puerto Rico. 

21. Contract to develop a plan for providing management training for foreig: 
officials in substantive fields. 

22. Contract to develop case studies of overseas projects for use in orienting 
public administration technicians. 

23. To provide a point of liaison for interagency coordination planning and 
operation in the field of human nutrition. 

24. To provide for a conference in the field of community development to 
discuss techniques, organization, ete. 

25. Contract to cover staff-support costs in connection with sending teams 0! 
American management experts in the field of industry to participating countries 

26. Contract to facilitate the establishment of trade associations in participating 
countries. 

27. Technical aids in the field of industry in connection with the technical 
cooperation and exchange programs. 

28. To finance establishment overseas of a higher training institution to work 
at grassroots level experimentally with objective of setting up hierarchy of training 
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stitutions for workers in agriculture, health, village industry and basic education 
nd to train village workers and their teachers. 

29. This item will provide the funds for the training in the United States of 
foreign nationals in the peaceful usage of atomic energy at both the basic and 
advanced levels. The funds requested will be allotted to various cooperating 
foreign governments when their training needs have been determined. 


a 


Domestic EXPENSES 


Mr. Gary. What about your domestic expense program? 

Mr. Ruparp. On the domestic program expenses, these are the 
support expenses to back up the training activities. These are 
broken down really into two categories, and I think perhaps it would 
be a little clearer if 1 mentioned the two categories. 

The total amount pointed out here is $6.8 million. Those serve 
2 purposes, 1 is to provide the supporting technical staff and arrange- 
ment staff in FOA itself to handle these projects and these trainees. 
The other is to provide funds for the half dozen or so major par- 
ticipating agencies, Departments of Labor, Agriculture, and so on, 
who work with us in the technical-assistance program. 

The funds that we give to the participating agencies for example, 
are 2 general categories; 1 is for technical consultation and support 
that they provide in this program. We may have a program that 
comes under the field of Public Health, where we feel that the Public 
Health Service is the ideal place to go to discuss the project. That 
type of thing we would be paying for under this heading, ‘Technical 
Consultation and Support.” 

The other major element of expense for the participating agencies 
is that of training services. The participating agencies do about 52 
percent of our total training of all the people who come to this country. 
For that, we pay them from this money. 

Out of this $6.8 million, $3.7 million goes for the FOA-Washington 
direct expense, and $3.03 million goes to the participating agencies 
for their services on the trainees and technical consultation support. 

I might add that these expenses for the participating agencies are 
arrived at again, as much as we can, on an intelligent planned basis. 
What we do is to sit down with each of these agencies and each of their 
constituent bureaus at the beginning of the year, and we say, gentle- 
men, we expect, based on our planning, that we will have a certain 
number of public-health trainees coming to this country in the next 
fiscal year. Now, we will say, for example, that it is 500. We would 
like to have you train those people, once they show up in the United 
States. They will say, all right, we have the facilities and we are 
willing to do that. Then we work out a very detailed memorandum 
agreement with each of these agencies, specifying first, that they will 
provide to the FOA certain services and the amount of money that is 
going to be involved in that payment. 

On the basis of that agreement, we advance them funds, subject 
to the Bureau of the Budget’s apportionment ruling, and then account 
against that, during the course of the year. 

But, again, rather than just setting this thing up on a project by 
project basis, which somebody has arrived at in some foreign country, 
we sit down with the other agencies and we try to pool our resources 
at the beginning of the year, so they will have an idea of what we 
expect them to do, and we will have an idea of what they are capable 





472 


of doing. We do not do the entire training job by any means; jt 
a joint venture. 

I would suggest, if you gentlemen would like to have it, that w 
have tables we can insert in the record that give a complete breakdow, 
of both the FOA-Washington portion or the domestic 
expenses and the participating agencies’ expenses. 

Mr. Gary. How many training programs do you have? 

Mr. Ruparp. I am not sure I ‘know what you mean by how man} 
training programs? Do you mean how many trainees? 

Mr. Gary. No, I mean how many different programs do we have’ 
You have one in the Department of Agriculture; you have one in th 
Department of Labor, and another one in the State Department, 
How many do you have altogether? 

Mr. Ruparp. I might tell you some of them; I am sure I cannot tel! 
you allof them. In the State De ‘partment there are the training pro- 
grams that are associated with the Fulbright Act and with the Smith- 
Mundt Act. Those programs are essentially, if you care to have me 
draw a kind of distinction here, those programs are essentially to bring 
over leaders from other countries, or promising students from othe: 
countries; not to give them technical training, but to get them oriented 
to the cultural values of the United States. 

The FOA program, the training program, is designed to give these 
people technical training in the field in which they are brought over. 
Now, I will admit, and I think that we should be doing this, but if w 
bring over a labor technician, for instance, from a foreign country 
to teach him certain labor skills he needs, I think we would be some- 
what remiss if we did not try to work out a program that would tend 
to affect his attitude when he goes back. We hope that these men, 
whether they are from the field of labor, agriculture, or anything else, 
are going to move into positions of prominence when they return to 
their country. We try to select specially trained people who do have 
that potential and we want to see, while they are in the United 
States, that they are trained, not only in specific techniques, but we 
would like for them to get some understanding of what the democratic 
process is in the United States. Many of these people come from 
countries where it is only a word, and where they get little apprecia- 
tion of what it means. 

And we would like to have these people get a feeling of what the 
free-enterprise system is. I remember, for example, we had a group 
of people from Germany over here several years ago, who worked in 
one of the biggest automobile manufacturing plants in Germany. 
They went out to Detroit and went through various plants there to 
study the processes. I think the thing that impressed them most, 
when they went through this plant, was that they saw in the parking 
lot out there from 30,000 to 40,000 cars, and they said, ‘““What are 
these; are these cars to be sold?” And we said, “No, these belong 
to the workers, to the men who work in these plants.”’ 

Frankly, they were amazed because they pointed a that in this 
plant in Germany which employed from 10,000 to 12,000 people, 
that there were only something like 50 or 60 seckiaribile owned by 
the people who worked in that plant. 

[ think that provided a more dramatic example to these people of 
what a free-enterprise system is, and what productivity means, than 
if we had tried to lecture to them for a month in a stretch. 


program 
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I, perhaps, have gotten off your point a little bit but I did want to 
make the distinction that, in the program of the State Department, 
they are essentially cultural exchange programs, while our exchange 
program is designed primarily to give them technical training in the 
fields in which the FOA is operating. We hope that, as a byproduct 
of it, there will be some exposure that will orient them more to the 
United States and our ways of life and perhaps the type of political 
system and economic system that these people come from. 

‘| might point out that in both these items, sir, that they are directly 
related to the workload. These are activities that become necessary 
in the way of a training project because of the program developed. 

Now, on this interregional request here, $4 million plus, that only 
represents slightly over a 7-percent increase over last year’s funds. 

On the domestic program side, it represents about an 8-percent 
increase over the last year’s funds. 

But against that, I would like to point out that the increase in work- 
load that governs this, there will be a 24-percent increase in the num- 
ber of these trainees who will arrive in the United States this coming 
year for training; and there will be a 30-percent increase in the request 
before the committee for technical cooperation funds. 

These expenses here are directly related to the trainee workload, the 
whole trainee program workload. Otherwise, we would not have any 
need for this. 


SUMMARY OF TECHNICAL ASSISTANCE PROGRAMS 


Mr. Gary. Will you be good enough to insert at this point in the 
record a list of the FOA exchange and trainee programs? 

Mr. Ruparp. What kind of a list do you have in mind, Mr. Chair- 
man; a description of how ours differs from others? 

Mr. Gary. No; I just want a list of all of them that you have. 

Mr. Ruparp. I see. 

Mr. Gary. A list of the various exchange and trainee programs that 
you have in FOA. 

Mr. Ruparp. I see. 

Mr. Gary. I know there are a lot of others outside FOA, but if we 
can get the number in FOA, that will give us some information. 

Mr. Ruparp. Yes. 

Mr. Gary. I would like to have the expenditures for each of those 
programs, and the number of exchangees or trainees in each program. 

Mr. Ruparp. Let me be clear on one point: As a part of the trainee 
effort, we not only have people coming from other countries here, 
whom we call trainees, but we also send out technicians. Do you 
want that as a part of the breakdown, too? 

Mr. Gary. Not the technical-assistance program. No. What we 
want is a list of those programs where you bring people to this country 
for training, and where you send our people to other countries for 
training. 

Mr. Ruparp. Most of our people do not go to other countries for 
training; what I mean—— 

Mr. Gary. But you do have certain exchange programs? 

Mr. Ruparp. Yes. I suppose it is a difference in definition, sir. 
We have technicians that we send, for example, to Latin America, to 
work with those missions and those people in the field of public health, 
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agriculture, and so on. In one sense, that is an exchange program, 
I just wanted to be sure what you wanted in the list. 

Mr. Gary. We do not want the technical cooperation programs 
We do not want that list, because we have requested that information 
in connection with other testimony from the technical cooperation 
witnesses. But any exchange or trainee program, outside of tech- 
nical cooperation, we would like to have inserted in the record with 
the amount of expenditures and the number of participants. 

(The information requested follows: ) 


Foa TECHNICAL PROGRAMS 


As part of the technical cooperation and other programs authorized by the 
Mutual Security Act of 1954, FOA brings foreign technical personnel to the United 
States for training, observation, and study. It also sends United States tech- 
nicians to cooperating countries for specific assignments in connection with joint 
FOA-cooperating country technical cooperation, development assistance, and 
defense-support programs. 

The scope of FOA activities under the technical cooperation program is defined 
in section 302 of the Mutual Security Act of 1954 to include “* * * programs for 
the international interchange of technical knowledge and skills designed to con- 
tribute primarily to the balanced and integrated development of the economic 
resources and productive capacities of economically underdeveloped areas. Such 
activities shall be limited to economic, engineering, medical, educational, labor, 
agricultural, forestry, fishery, mineral, and fiscal surveys, demonstration, training. 
and similar projects that serve the purpose of promoting the development of 
economic resources, productive cepacities, and trade of economically under- 
developed areas and training in public administration. The term ‘technical 
cooperation programs’ does not include such activities authorized by the United 
States Information and Educational Exchange Act of 1948 (62 Stat. 6) as are not 
primarily related to economic development * * *.”’ 

As has been indicated, FOA training programs are designed for technical train- 
ing in the fields listed. While FOA and the cooperating country jointly determine 
the type of training needed by the participants, much of the actual day-to-day 
supervision and conduct of training is handled by specialized United States Govern- 
ment agencies such as the Department of Agriculture; the Department of Health, 
Education, and Welfare; the Department of Labor, ete. Certain other training 
is handled by private firms under contract with FOA. Thus for fiscal year 1956 
FOA expects to make training arrangements directly for 32 percent of the total 
number of foreign nationals who will come to the United States under its auspices; 
54 percent will be trained by other United States Government agencies, and 14 
percent by private contractors. 

The following tables show: (1) The costs and numbers of individuals involved 
in FOA training programs, contract services, and United States technicians going 
overseas, for fiscal years 1954, 1955, and 1956, by regions; (2) the number of foreign 
participants receiving training in the United States, by regions, distributed by 
training responsibility; and (3) numbers of participants, distributed by major 
fields of training. 





Summary of technical assistance programs, fiscal year 195 


Total 


Num- | 
ber 


$30, 318 
35, 868 
46, 140 


$43, 174 
39, 264 
47, 162 


7,5 $15, 780 
4, 983 16, 672 
6,986 | 21,823 
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appropriation 


{In thousands of dollars] 


Technical cooper- 
ation ! 


Development 
assistance ? 


Num- 


ber Cost 


4-00, 


Technical ex- 
change— Europe 3 


Num- 


ber Cost 


S. Government technicians 


5560 $23 
5 992 24 
51, 350 31 


2, 298 
3, 535 
4, 606 


$7, 899 
13, 025 
17, 473 


6 $20 
10 175 


Contract services 


45 $1, 630 
43 S95 
6 200 


Participants 


FarJEast, Latin America, Near East, Africa, and South Asia 


uIncludes Far East, Latin America, Near East, Africa and South 


Includes Spain and Yugoslavia. 
‘Contract services and technician costs are combined. 
‘Includes all contract costs: Supplies and equipment, technicians, etc. 


‘ Includes 500 self-financed. 


64418—55——31 


by title of 


Defense support 


Num- 
ber 
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Participants programed, arrivals, and training responsibility, fiscal years 195, 
1955, and 1956 Tec! 


| | | Fiscal year 1956 arrivals | ae 
| | training responsibility 
Partici- | . naaiaaiene 
Area and fiscal year pants | Total in | Arrivals 2 Arranged 
ants os pro- country ! — t ar 
ame ; yy FOA 
| gramed | | FOA | witl 
| direct | Win 
private 
concerns 


Europe: 
Fiscal year 1954__-_-- ae 4, 644 2, 746 | 2,128 |-_- 
Fiscal year 1955 1,075 2, 824 | 2, 336 
Fiscal year 1956 1, 696 2, 294 | 1, 764 | 
Fiscal year 1956, self- financed_._______| 500 | 425 | | 425 | 


Food 





7 915 8, 289 | 6, 653 | : 
Far East: | . 2 Cvs pee 
Fiscal year 1954 pene 1,112 949 | 

Fiscal year 1955 ‘ 1, 482 | 1, 393 | 

Fiscal year 1956_- 1, 830 | 1, 890 | 


Fiscal year 1956, self-financed. -- a 45 | 35 | 
| 


4, 469 4, 267 3, 097 


= See : z ub 
Latin America: pe i 
Fiseal year 1954 = 833 1,121 | 765 
Fiscal year 1955_..............-- pier 1, 258 | 1, 507 1, 026 
Fiscal year 1956__- 1, 478 2,112 1, 647 
‘i 5 65 | 45 | 45 | 
3, 634 4 785 3, 483 367 


Near East, South Asia, and Africa: ; | 
Fiscal year 1954_ ; ask 982 | 965 | 
Fiscal year 1955_- all a ie echt atta 1, 168 | 1, 290 
Fiscal year 1956_ ie 1, 482 | 1, 801 
Fiscal year 1956, self-financed : 25 20 





3, 657 * i, O76 


Fiscal year 1054.............._.- 7, 571 5, 781 
Fiscal year 1955._....___- 4, 983 | 7,014 | 
Fiscal year 1956 : 6, 486 8, 097 
Fiscal year 1956, self-fing anced __- 


Grand total...................| 19,675 | 21,417 


‘ 1 i 


1 Participants in the United States at the beginning of the fiscal year plus arrivals during the fiscal year 
3 Actual fiscal year 1954 and estimated for fiscal years 1955 and 1956, 


pr 





Technical cooperation and exchange programs, fiscal year 1954-56, by technical service 
offices, DD/S, number of participants 


responsibility 
Participants| Reig: See ees — 


| | | Fiscal year 1956 arrivals by training 
| 
| 
| 
i 


Technical service offices and fiscal year in | during | 


9 Arrange 
country ! | fiscal year? ranged 


by FOA | Partici- 
with private} ee 
concern | ~* . 


| FOA direct 





——$—$—$_$_ LS - — |— - - _ - — 


Food and agriculture: 
917 
185. cs... pres ters it , 395 | 840 
WGK Sct des beats esha wtbaaae , 73 1, 220 


2,977 | 
Industrial resources: 
DT aE on is 
eS 3 2, 239 
1956— Funds requested _ _-_---- 2, 665 2, 105 
Self-financed HY 525 





Total 7 6, 701 
Public services (health, education, public | 
uiministration, and community devel- 
opment): 
938 
2, 051 1,416 
2, 676 | 2, 050 
6, 132 | 


480 
648 


re i eo ee - 


Grand total: 
WE dadiawadeeds piakewsdh a ; 5, 781 
hala 6% died 7,014 | 5, 089 ee 
1956—Funds requested 8, 097 6, 158 1, 6 
Self-financed - 525 525 | 5 


23; 949 
25 odes 


21, 417 
| 


15, 845 2, 148 | 949 





! Total arrivals in fiscal year plus carryover from previous year. 
? Actual 1954; estimated 1955 and 1956. 


Mr. Denron. Under the previous testimony we have had, under 
the point-4 program, estimates have been given under expenses of 
sending technicians to foreign countries. Does your program of 
sending technicians to regions overlap or conflict with the programs 
under technical assistance? 

Mr. Ruparp. I do not believe so. Because our technicians, those 
that we send to given countries, are technicians that are needed 
because of the joint program that that country has worked out with 
our mission and Embassy, saying that we feel we need to do certain 
things in the field of agriculture, health, and so on; that they are 
going into certain fields and that these United States technicians can 
give some technical advice, so that they can get underway on that. 

Mr. Denton. I appreciate that, but if you are sending a man on 
agriculture to a country like Bolivia, under the technical assistance 
ye and you do the same thing, is there not some overlapping 
ol work? 
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Mr. Ruparp. Mr. Murphy, will you discuss that? 

Mr. Murpuy. I think I can help you, Mr. Denton. Let me say 
the outset, Mr. Denton, to the extent that it is possible to identify th 
activities of the technicians with the particular country program, tha; 
has been done, and those technicians are included in the particulg: 
programs that have been presented. 

These technicians who are associated with the Inter-Regional 
projects are technicians who are—that is, whose activities are not 
confined to any one country, but who cover a w hole area, or a group 
of countries, and could not properly be included in the program for a 
particular country. In other words on the interregional program 
level, we include the particular technicians whose efforts would not b 
needed in just one country, but who could handle the total require. 
ments in the field for 4 or 5 countries. 

Mr. Gary. As I understand it, this is not a separate program but is 
a supplemental program to the other. 

Mr. Murpuy. That is correct. 

Mr. Gary. And you merely set it up in your justification separately, 
but you do not even request any separate funds for it, because the 
funds are covered in the programs which we have in the regional 
program. 

Mr. Murpny. That is exactly right. 


ADMINISTRATIVE EXPENSES 


Mr. Denton. Now, under the domestic program expenses, of $6.8 
million—e Vv ‘eak down and tell us how much is fo 
administrative purposes and how much is for the payment of expenses 
to the Departments of Health, Labor, et cetera? 

Mr. Ruparp. That is the table I suggested we put in the record 
Mr. Denton. We have that detail broken down, both between FO4 
expenses and expenses of the participating agencies. 

Mr. Denton. Looking at it, it would rather seem to be a rathe 
unreasonable amount, $6.8 million for the administration of a progra! 
which, in itself, only calls for $4.324 million. 

Mr. Ruparp. I think we have not made this clear, Mr. Dento! 
Actually the $6.8 million is really a back-stopping ee on th 
$146.5 million request for the technical cooperation funds. Tl 
$6.8 million is not the back-stopping of the $4.2 million. I am sor" 
I did not make that clear 

Mr. Murrny. No. The $4.3 million plus, is included in the tech: 
nical cooperation and other appropriations. 

Mr. Drunton. Yes. 

Mr. Murpny. And this $6.8 million is for domestic Rees seepert 
in the United States for the entire $146.5 million bilateral techni 
cooperation. program; not just for the $4.3 million interregion: 
program. 

FISCAL YEAR 1955 APPROPRIATION 


Mr. Denton. How much of the previous appropriation for 
program is unobligated, unreserved, or unexpended? 

Mr. Murruy. The $10,267,000 that is shown for the 1955 colum 
represents our estimates of obligations as of June 30, 1955. | do ni 





479 


have at this point—do you, Mr. DeWilde—the obligation figures as 
of June 30? 

Mr. DeWrLpr. On the domestic program item, the obligations are 
running very close to our projection of $6,250,000 for the entire year; 
so that if May and June are normal months, as far as actual obligations 
are coneer ned, the estimate will hold true; and the obligations will 
he about $6,250,000. 

Mr. Denton. Can you furnish us a figure showing how much of 
the previous appropriation. for interregional projects and domestic 
program expenses; that is, for previous appropriations, is unobligated, 
unreserved and unexpended, and of that amount, how much is 
obligated and how much is in reserve? 

\ir. DeWiupr. Yes; we will furnish that. 

The information requested follows:) 


Mutual security program interregional expenses, fiscal year 1956 


Obligations Expenditures! Estimated Total 
through through obligations estimate: 
Apr. 30, 1955 | Apr. 30, 1955 MayandJune obligations 


Interregional projects $1, 735, 856 $691, 644 $2, 281, 144 $4, 017, 000 
Domestic program expenses -- 5, 182, 000 3, 305, 267 1, 068, 000 6, 250, 000 
lotal aa 6, 917, 856 3, 996, 911 3, 349, 144 10, 267, 000 


Mr. Hanp. I do not have anything, Mr. Chairman, except to point 
out that, as you already have in mind, that anything that is to be 
inserted in the record ought to be inserted promptly because we are 


going to close the record soon. 

Mr. Murpuy. We can provide those right now, I believe. 

Mr. Gary. If you will put it in with the transcript, I think that will 
be satisfactory, and if we think any of it is superfluous or not necessary, 
we will eliminate it. 

(The information requested follows:) 
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WEDNESDAY, JUNE 29, 1955. 
NATO—CIVILIAN HEADQUARTERS 


WITNESS 


HARRIS COLLINS, BUREAU OF EUROPEAN AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Gary. We will now take up the request for the North Atlantic 
Treaty Organization, Civilian Headquarters, and we will insert in the 
record at this point the table appearing on page 565, section 3. 

(The table referred to follows:) 


NONREGIONAL PROGRAM 
Vorth Atlantic Treaty Organization (civilian headquarters) comparative summary 
of activities by fiscal year 
Program 


Function oe , 
I roposed 


fiscal year 
1956 


Fiscal year Fiseal year 
1954 1955 


ital United States contribution to NATO civilian head- 
" quarters Geum petddiadieneen bn $1, 156, 700 $1, 169, 000 $3, 700, 000 


United States contribution to ordinary NATO budget 1, 156, 700 , 169, 000 , 225, 000 
United States contribution to special NATO building 
budget__- ae c 1 (325, 000) 2, 475, 000 


NATO ordinary budget (in dollar equivalents) : 
Operating costs - - . s 3, 918, 500 3, 920, 000 3, 920, 000 
Capital costs__-.-- , 060 , 000 , 000 


Total NATO ordinary budget- 3, 965, 560 3, 960, 000 3, 960, 000 


nited States assessment: 
Operating expenses (22.5 percent) - : ouae $1, 663 2, 000 852, 000 
Capital costs (45 percent) - : ; 21,177 , 000 , 000 
Total United States assessment 2, 840 900, 000 900, 000 
edit for United States nationals loaned to NATO__-- 4, 840 — 200, 000 —225, 000 


Net United States payments to NATO ordinary budgets-__- 738, 000 700, 000 75, 000 
Direet cost to United States of United States nationals loaned 
toNATO: 
Salaries ; ‘ 280, 000 309, 000 364, 000 
Allowances... _- a . 96, 000 103, 000 121, 000 
Other expenses. .--- 2, 700 57, 000 45, 000 


Total direct cost : , 700 469, 000 550, 000 


Total United States contribution to NATO civilian 
headquarters ordinary budgets__- , 156, 700 1, 169, 000 , 225, 000 

NATO special budget for construction of civ ilian he: 1dquarters 
building, total cost- 3 722, 000 5, 500, 000 

United States share of NATO spee ial budget for civilian head- | 
quarters building -___-- . 1 (325, 000) 2, 475, 000 


! This United States share of fiscal year 1955 initial costs on the NATO building is being met by 'applica- 
tion of certain eredits which the United States has accrued with NATO. 


Mr. Gary. It appears from that table that you are requesting 
$3,700,000, as the United States’ contribution toward the NATO 
civilian headquarters 

Mr. Collins, do you 1 have a statement to make to the committee? 

Mr. Coturs. Mr. Chairman, if the narrative is to be inserted in 
the record, I think that that explains the items very well, and I will 
just summarize it briefly. 
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Mr. Hanp. I do not think that the narrative statement was jy. 
cluded in the insert. 

Mr. Gary. No; I just had reference to the table, 

Mr. Couuins. Then, sir; I will summarize it. 


GENERAL STATEMENT 


a 


The $3,700,000 consists of 2 principal items; $1,225,000 covers tly 
cost of the United States contribution to the ordinary operatin 
expenses of the NATO civilian headquarters. That is divided int 
two parts: The cash contribution of $675,000, and the amount oj 
$550,000 to cover the expenses of detailing certain United States 
nationals to serve on the international staff of NATO. 

Mr. Denton. What was the last statement? 

Mr. Cou.tns. To serve as a part of the international staff.of NATO 

Mr. Denton. What are they going to do? 


NATO TREATY COUNCIL 


Mr. Couuins. The North Atlantic Treaty Council has its head- 
quarters in Paris and is served by an international secretariat, under 
the Secretary General. The international secretariat consists of 
about 600 persons, 200 professional people and 400 clerical and 
other personnel. Most of these are persons who are hired as inter- 
national civil service people by NATO. Their salary scale, however 
is on a European basis; and for that reason we are short on United 
States nationals. We consider that it is important for the United 
States to have a certain number of its personnel on the NATO inter- 
national staff and have made arrangements under which we may hire 
such persons on the United States Government payroll, detail them 
to NATO, pay them the United States salary rate, and get as a 
consequence a credit on our NATO assessment in the amount which 
NATO would pay them if it hired them directly. 

The salaries of these persons are paid out of this budget. 

Mr. Gary. There is a slight increase in that item for 1956. Whiat 
is the reason, for that increase? 

Mr. Couuins. The reason for the increase is that up to this point 
the United States has contributed 26 persons to the NATO inter- 
national staff. We are budgeting to take that up to 35. The inter- 
national staff has 200 professional people on it. We feel the im- 
portance of the staff work and the relationship of the United States 
to the NATO program as a whole is such that we should have a some- 
what greater proportion of the professional staff. We do not attemp! 
to fill any of the clerical staff jobs on the international staff. 

Mr. Gary. Are the headquarters at Versailles? 

Mr. Couuins. The headquarters are now located in the Palais de 
Chaillot in the city of Paris. I believe the headquarters of SHAPE 
is in Versailles. The Palais is located inside the city of Paris. 

Mr. Gary. This relates only to the civilian headquarters? 

Mr. Coturns. That is correct. 

Mr. Gary. And not to the military headquarters? 

Mr. Couutns. That is correct. 
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NATO BUILDING CONTRIBUTION 


Mr. Gary. You have a request for $2,475,000 for NATO contribu- 
tion to the special NATO building budget. What is that for? 

Mr. Cotuins. That is the second component of the budget request, 
Mr. Chairman; it represents the United States share of the cost of 
constructing a permanent building for the civilian headquarters. At 
the time NATO moved its headquarters from London to Paris in 1952, 
France made available, as a temporary loan, the Palais de C haillot 
which had been constructed in Paris spec ‘ifically for the purpose of 
housing the United Nations General Assembly meeting in 1951. The 
building was of temporary construction and designed to use for that 
purpose. NATO has occupied it since that time, and it is in such 
condition, the French engineers have advised us that struc ‘turally it 
is unsafe. We have been told that actually in some places the walls 
are settling and are separating from the girders. 

The North Atlantic Council has reached a decision to construct a 
permanent headquarters. Authorization for the United States 
participation in the cost is contained in the MSP Act of 1954, and the 
funds for our share of the cost of the building were approved in the 
MSP Appropriation Act as it passed the House last year, but were 
denied in the Senate action. This amount—the cost estimatefof the 
building, since that time bas gone up somewhat and this amount is, in 
effect, to request restoration of the cost of United States participation 
in the building of the NATO permanent headquarters. 

Mr. Gary. How much will the headquarters cost? 

Mr. Couuins. The total cost is estimated at approximately 
$6,200,000, and our share on the NATO budget expense scale for 
capital expenditures is 45 percent. Our total share is approximately 
$2.8 million. We have been able to meet $325,000 of that this vear 
through allocation of certain credits that we had accrued with NATO, 
making our net budget request for next year $2,475,000 for the 
building item. 

Mr. Gary. That gives us the total contribution to the building 
then? 

Mr. Couurins. Yes, the two amounts together. 

Mr. Gary. And there will be no continuing request for this amount? 

Mr. Couuins. No, there should not be. We feel thatthe architect's 
cost estimates are reasonably accurate, and unless hefhas’made some 
error in the cost estimates, this should be afcomplete and/final item on 
that. 

Mr. Gary. And in the future, there will be only the maintenance 
cost of the building? 

Mr. Couturns. That is correct. In future fiscal years. 

Mr. Gary. How much of that can be paid in counterpart funds? 

Mr. Coxuins. Sir, that will depend upon the availability of French 
francs in the United States Treasury account. By and large, we have 
found in recent years that almost as quickly as counterpart or other 
local currency funds are generated and available to the United States, 
they are immediately consumed for operating expenses by various 
United States Government agencies that we have in France, partic- 
ularly the Defense Department. If counterpart francs are available 
in the Treasury account, they will be certainly used. 
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Mr. Gary. For both programs? 

Mr. Couurns. It will be used, I should think, almost entirely for 
the cost of the NATO building and almost entirely for the item o! 
$675,000 which is our cash payment to the ordinary NATO budget 
and for approximately a fourth to a third of the $550,000 representing 
payments to the Americans detailed to NATO. Their salaries, of 
course, would be payable in dollars. 

There is one point on the use of francs for payments against the 
building construction costs. The building will be subject to inter. 
national competitive bids and should a United States firm be the 
successful bidder, it is possible that some part of the payments would 
need to be in dollars. 


BASIS FOR UNITED STATES CONTRIBUTION 


Mr. Gary. How is the 45 percent United States contribution 
arrived at? 

Mr. Couurs. In 1952 when Greece and Turkey were admitted to 
the North Atlantic Treaty Organization the scale of contributions 
was renegotiated among the various members. At that time it was 
agreed that for the ordinary operating expenses, the United States, 
the United Kingdom and France would each take a percentage of 
22%. On capital expenditures it was felt greater recognition should 
be given to relative capacity to pay, and the United States accepted 
a percentage of 45 percent. 

On a straight comparison of relative capacity to pay among the 
NATO members the United States percentage would probably 
‘approach 70 percent, but we have been successful in negotiating our 
percentage down to the basis described. 

Mr. Gary. How do you determine the relative capacity to pay? 

Mr. Cottrvs. In international negotiations of this sort the compari- 
sons of relative capacity to pay are usually made in terms of the gross 
national product or the gross national income of the various national 
members of the organization. I believe that the gross national 
product of the United States approaches $300 billion a year, whereas 
that of the other member nations of NATO is far less. 

Mr. Gary. You do not consider the public debt of the various 
countries in arriving at those figures, do you? 

Mr. Co.uuins. No, sir: I do not believe public debt is a direct 
factor in the comparsion. 

Mr. Denton. Are the taxes that the countries pay considered? 

Mr. Couurns. In the total burden sharing exercise, as it is called 
in NATO—that is, sir, the total contribution to the common defense 
relative tax burdens and relative defense expenditures among the 
various nations are considered. 

Actually this civilian headquarters cost sharing is only a part oi 
the total burden sharing in the North Atlantic Treaty Organization. 

The more important components are the contributions to the military 
headquarters budgets, to the infrastructure construction program, 
and the actual contributions of forces—armies, naval units and al 
fleets—toward the commands that have been set.up under the NATO 
military structure. 

In that comparison relative tax burdens and relative defense ex- 
penditures are very much taken into consideration. 
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[ think it is probably pertinent to say that a comparison of con- 
tributions to the civilian and military headquarters budgets, which in 
effect coalesces the payments under the operating and capital scales, 
puts the United States net percentage contribution at somewhat 
less than 33 percent. 

USE OF BUILDING FUNDS 


Mr. Gary. The building funds will not all be spent during the 
next fiscal year? 

Mr. Couns. No, sir; but the commitment will be fully entered 
into. 

Mr. Gary. You cannot enter into a contract unless you have the 
funds appropriated? 

Mr. Couurns. We think, sir, that there should be a congressional 
approval of the total amount involved. In fact, last year there was 
an implied preference on the part of the committee to have us request 
the full amount in one budget. 


CALENDAR-YEAR BUDGET 


Mr. Denton. You operate on a calendar-year budget rather than 
a fiscal-year budget? 

Mr. Couurns. The civilian headquarters budget is on a calendar- 
year basis, sir. 

Mr. Denton. Do you have any difficulty with that, since we are 
on a fiscal-year budget and NATO is on a calendar-year budget? 

Mr. Couns. Not particularly, sir. This United States fiscal year 


1956 request is directed toward the NATO calendar year 1956 esti- 
mated budget. You will notice that we are predicting that the ordi- 
nary budget in calendar year 1956 will be identical with the one for 
calendar year 1955. 

Mr. Denton. I do not see that. Which figure is that on the chart? 

Mr. Co.turns. That would be the comparison of the 2 figures of 
$3,960,000. It is the second group of figures, reading down the page. 

Mr. Denton. That is the ordinary budget? 

Mr. Couuins. Yes, sir. 

OBLIGATIONS 


Mr. Denton. In this particular appropriation how much money do 
you have that is unobligated, unspent, and unreserved? 

Mr. Couurns. In the 1955 appropriation, sir? 

Mr. Denton. Yes. How much of that is obligated and how much 
do you have that is reserved from previous appropriations? 

Mr. Cours. Sir, we have obligated and reserved the full $1,169,000 
that is presented in the 1955 column. 

Mr. Denton. Have you paid it yet? 
_Mr. Coturys. I do not believe all the payments have been made, 
si, QOur assessment against the annual NATO budget is usually 
given to us in January or February of a given calendar year. The 
payments usually are made in two or three installments. I know 
that we have made the first installment payment. 

Mr. Murpnuy. The records show the April 30 expenditures totaled 
$620,968 out of the $1,169,000 that was available in this account. 

Mr. Denton. Then you have about $600,000 left over? 
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Mr. Murpuy. That is right; and that, of course, is to run for the 
rest of the calendar year 1955. The assessments will come in during 
the year and payments will be made as the bills arrive. 

Mr. Denton. That is all. 


COMMITMENTS OF OTHER COUNTRIES 


Mr. Gary. What is the status of the commitments by the other 
countries to this NATO building? 

Mr. Couurns. Since the North Atlantic Council has reached 4 
decision to proceed with the building all the other member countries 


have agreed to carry their share, sir. The Council operates on a rule 
of unanimous consent. 


UNITED STATES CONTRIBUTION 


Mr. Hanp. I am still a little puzzled about the percentage that the 
United States contributes. You indicated in your statement that it 
was considered that we ought to bear a larger share of the expense for 
capital expenditures. Why is that? If our share is X percent on the 
basis of our national gross income, why is there a difference in applying 
that formula to the ordinary budget operations as compared to the 
capital expenditures, so that we have a 45 percent allocation for 
capital expense and a 22% percent allocation for ordinary operating 
expenses? 

Mr. Couuins. Sir, I think it is fair to say that it is simply the result 
of the negotiation. ‘Tt was felt that for the normal operating e xpenses, 
which would be continued on a long-term basis over the life of the 
organization, that no one nation should be assessed a preponderant 
share. It was also felt that it would be desirable, if possible, to have 
no one nation isolated at the top of the scale. It was on that basis that 
our negotiators were able to persuade the United Kingdom and France 
to accept a percentage share equivalent to ours for the ordinary 
operating expenses. 

Particularly in 1952, when this scale was negotiated, those nations 
were in far less favorable economic condition than they are now. | 
believe at that time they were still in receipt of substantial economic 
aid from this country. It was on that basis that for the temporarily 
heavy capital expenditures the United States representatives agreed 
to take a heavier percentage. 

Mr. Hann. That is to say, really, then, that it was done on an 
arbitrary basis? It was the result of negotiation and give and take, 
and not on any particular formula? 

Mr. Couurns. That is correct. It was a compromise solution that 
took various factors into account. 

Mr. Hanp. This negotiation took place in 1952? 

Mr. Couuins. Yes, sir. 


RENEGOTIATION OF CONTRIBUTION RATIO 


Mr. Hann. Has there been any thought that since there has evi- 
dently been a substantial improvement on the part of some of the 
Western European nations economically that there should be another 
negotiation now? 
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Mr. Coturns. Sir, with the admittance of West Germany into the 
North Atlantic Treaty Organization, the scale is even now being 
renegotiated. Our representatives are meeting with the representa- 
tives of the other 14 members in committee meetings in Paris from 
time to time this month for that very purpose. 

\lr. Hanp. So that we have this situation: First, that the economic 
conditions of some of the old partners in this organization have 
improved; and, second, there is the added factor of a comparatively 
prosperous nation, West Germany, now being admitted. I take it 
from that the committee could look forward to a renegotiation even- 
tually which would reduce our share of these capital expenditures; 
is that so? 

Mr. Cotuins. That is so; yes, sir. In the negotiation all of the 
member countries feel that the operating and capital scales should be 
coalesced. For our part, we feel that our net new percentage will 
certainly not be more than the effect of the two scales at present. 
We are negotiating for a net reduction. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Hanp. The gentleman testifying indicates that we won, be- 
cause even the 45 percent capital expenditure share relates to our 70 
percent of relative capacity. That was the figure you gave, was it 
not, that we have 70 percent of the capacity to pay, and we are only 
paying 45 percent? 

Mr. Couurns. That is an approximate percentage on a statistical 
basis of our capacity to pay prior to the German admittance. 

Mr. Hann. It is the position of the Department that we actually 
have 70 percent of the gross national product or gross income of all 
the NATO nations? 

Mr. Couturns. Exclusive of Germany; yes, sir. 

Mr. Hanp. Exclusive of West Germany, recently admitted? 

Mr. Couuins. Yes, sir. 

Mr. Gary. And at least 70 percent of the debt, I would guess. 

Mr. Hanp. How do these figures relate in any way to the general 
figure we have come to expect of other international obligations, 
which vary somewhat, going up to sometimes 50 percent, but which 
run around 33 percent? 

Mr. Couutns. Sir, I believe one of the other principal regional 
organizations of which the United States is a member is the Pan 
American Union, and I believe our percentage is somewhere in the 
neighborhood of 70 percent. I would be glad to get the figure for the 
record, if that is desired. 

In the United Nations, a worldwide organization, I believe our 
percentage is just about 334%. Previously it was somewhat more than 
that. 

Our net percentage, under a combined look at these operating and 
capital scales, is a bit less than one-third in NATO, although it is a 
regional organization with far fewer members than the U. N. 


EFFECT OF WILLIAMS AMENDMENT 


Mr. Hanp. What is the effect of the Williams amendment, by 
which he sought to limit our contribution to not to exceed 33% percent? 
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Mr. Cot.ins. Sir, in the current negotiations we are very alert ti 
that expression of ‘congressional intent. We have instructed oy 
negotiators to that effect. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Hanp. This 45 percent capital share in this particular item 
then, is apparently one of the exceptions? 

Mr. Co.uins. Sir, I believe that was agreed to prior to this amend. 
ment. 

Mr. Hanp. Undoubtedly, since it was around 1952. 

Mr. Couns. Yes, sir. 

Mr. Hann. There is one minor point: When you get a credit on 
American nationals you get a credit based on the Ei uropean scale’ 

Mr. Coutts. Yes, sir. 

Mr. Hann. What we do is pay the difference? 

Mr. Coxturins. That is part of the price of our having well qualified 
Americans on the NATO international staff. 

Mr. Hanp. This building is not urder construction yet, is it? 

Mr. Couurns. I do not know whether the excavation has begun or 
not. It is right at the point of beginning. It is practically under 
construction. 

Mr. Hanp. Is it contracted for? 

Mr. Couuins. No, sir; competitive bidding has not been held on the 
building itself. The contract calls for the excavation. work to be done 
separately, and it may be they have proceeded with that. 


AUTHORIZATION FOR CONTRIBUTION 


Mr. Hann. Has the construction of that building which has been 
approved by the NATO organization been definitely authorized by 


the Congress? The reason for the question is that I thought you 


said something about the authorization having failed in the Senate. 

Mr. Couurns. Sir, the legislative history is to this effect: In last 
vear’s MSA authorizing legislation we asked for authority to make 
a contribution of $3.2 million. Of that $2 million was for the United 
States contribution toward the cost of the building. 

The authorizing legislation as enacted, in section 408 of the Mutual 
Security Act of 1954, approves that full figure of $3.2 million. We 
construe that to be congressional approval from the authorizing 
standpoint to proceed with the building. 

In the appropriation act for last year the House approved the full 
figure of $3.2 million. The Senate deleted the $2 million for the 
building. And the conference committee adopted the Senate view. 

Subsequent to that time we had our representatives delay action in 
Paris, and when it became clear that all other member nations were 
anxious to proceed with the building we had three of our assistant 
secretaries approach Senator Bridges and Senator Hayden, who agreed 
to the construction that the Senate action should be interpreted as 
denial of the funds rather than disapproval of the project itself. On 
that basis we have authorized our people in Paris to say that the 
United States will participate in the project. 

Mr. Hann. Forgetting the appropriation angle for a moment, this 
building is specifically authorized, regardless of whether it is appro- 
priated for or not? It is authorized by congressional action? 
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Mr. Coturns. The building is not mentioned in the statute, but the 
figure included in the statute as enacted clearly contemplated our 
participation in the construction of the building. 

Mr. Hanno. When that figure was presented to the Legislative Com- 
mittee the building was presented to them as a part of that figure? 

Mr. Couturns. Yes, sir. 

CONTRIBUTIONS 


Mr. Denton. Do you take into account the deficit or unbalanced 
budget of a nation in determining ability to pay? 

Mr. Gary. I asked him about that, and I think he said, ‘‘No.”’ 

Mr. Couuins. Sir, I think it is correct to say that in a comparison 
of capacity to pay I am not aware that any direct comparison of 
national deficits of the 15-member nations is made. But certainly 
our negotiators are constantly alert to the total Federal budgetary 
position and the desire of the President to achieve a balanced budget. 

Mr. Denton. You understand, I am not asking about the debt, 
but the unbalanced budget the nation operates under. They take 
that into account, do they not? 

Mr. Coturns. Our negotiators take that into account in considering 
what our seale of participation should be; ves, sir. 

Mr. Denton. All right. 

Mr. Gary. Thank you, sir. 

Mr. Coturns. Thank you, Mr. Chairman. 


WEDNESDAY, JUNE 29, 1955. 
ADMINISTRATIVE EXPENSES 
WITNESSES 


WILLIAM J. SHEPPARD, ACTING DEPUTY DIRECTOR FOR MANAGE- 


MENT, FOA 
JOHN E. DeWILDE, CHIEF, ADMINISTRATIVE BUDGET BRANCH, 
OFFICE OF THE CONTROLLER, FOA 
JOHN E. MURPHY, CONTROLLER, FOA 
DONALD G. SCHULER, DEPUTY DIRECTOR, OFFICE OF BUDGET, 


DEPARTMENT OF STATE 
W. HARRIS COLLINS, BUREAU OF EUROPEAN AFFAIRS, DEPART- 


MENT OF STATE 
RECONCILIATION DATA 


Mr. Gary. We will now take up the request for the Administrative 
Expenses of the Mutual Security Program. In this connection we will 
insert page 1 of the ‘special justifications in the record at this point. 

(The information is as follows:) 
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SUMMARY OF OBLIGATIONS BY OBJECT CLASS 


Mr. Gary. We shall also insert in the record at this point the table 
appearing at page 4 of the justifications. 
(The information is as follows:) 





000 "SZZz * 
000 ‘Z 
OFF ‘FS 
OGL “EZ 


68£ 


$90 
SFI 
980 
£26 
0 
Zg¢ 
LPS 
406 
Lata 
FI9 


bI9 


yey 
QUO 
S08 ° 
1 Pat 
Ot 
606 


Lig’ 
8HY 


es 
Sue 
ots 


016° 


WE “LEE 
PUT “999 “RIS 


}UNOULY 


[8309 ‘9c6I eVVUITAS| 








000 ‘OLS ‘Ee 
000 ‘L 
SFO “og 
C80 ‘0Z 


Ost ‘ZI 
688 “SS 
6F0 ZI9 


L1G ‘86z ‘Z 
YSZ ‘ZHO “I 
£91 “$79 
Zh6 LBZ 
g¢¢ 28 
G68 °L00 ‘T 
ECS “F96 ‘Z 
961 ‘861 


QOL “SZ * 


OvE “SOL 


Oo oY 
Ley “OU * 
ESO hE 
GEO *L62 '% O PRET 


5 * SoS °Z 


1 ‘9l 
9 OE 


O'USNS ‘Z 


Joquinn 


juNnOWLYy Joquinn 


18309 ‘ogg oyBUITYS? 


SDI819A0 PUD JDJUIUM)LDd aC 


O89 ‘ZTE 
OLS “Fb 


10G 
StL z@ 


1L0 ‘$SP 
090 ‘LOL 
O9T “802 
ZL0 ‘$20 
L8E ‘SLE 
£08 ‘068 
POR “ROL 
£92 “LO 
199 ‘ZL9 


9EL Tht 


£16 ‘691 


LIS ‘6ZE 
SOe 
1% 1kS 


tte bGt 


PIS 't 


HLL 668 ‘ZS 


}uUnOULYy 





loquinN 


1830} ‘PG [eNQOy 


salouabp NV 


AVEDOUd 


sspjo poalgo fig suotjpbijqo fo 


ALIN IAS IVI lW 


SNOLLYV 


~» Loqgt 


10 Jap [v9] 


peloyonoau l 
STUJUISSOSST put SUXT L 
SOMPUMLOPUL PUL SpuvAT ‘spunjoy 
SURO OOULANSUT puL ‘soyINuUT ‘suoTsUeg 
SUOTPNGIWIYUO puv “Sorpisqnus ‘syumd4) 
SMNONYS puv spur’y 
jusuId nbs 
STRLOIVUT pues soyddng 
JUVE 19YIO AG PoOULIOjed Sad Asog 
SOOTALOS [VNIVIRITUOD LOY IO 
uo}onpoidet pur SuyjyuLsg 
SHOALS AU[PIN puv syudy 
SHOTAIOS UOT WOTUNUTUIOD 
SSUTY} JO UOTWwIOdsuRI T, 
[PARI L, 
VITA TOS [BUOS10g 10 
TIO Load 


UOSdOd UVIPLAT [810.1 


JOP YTQUsung Woes 40] SotuesR 19410 OF JUSARG 

oo MI ] (Wud *SQOUBMOTIE | 

PBOIGE SIDA dS 
[UN Udogtp yaomyys 

fed Aeplfoy pur IWAQ 
JURMOT[E Sdojlenb pur UIAI’] 
I[IAlO “SopUI OISEq OA jv JUMULA 
{OUM-SY JO SSoOXe UT AUC wer 
LP UVIPIATO [[B JUVUTAO[d Ue vSts0A Y 


jyuUOsi0d 
st q 
JVvUUOS 


UR OUIT}-J2ed 
OT LUVUTUed osva 
od queut 


fupmiuns 100)DADd WOd pajpprjosuo,) 





POM, Tr 


oe, « 


495 
GENERAL STATEMENT 


Mr. Murpuy. Mr. Chairman, the request for ‘Administrative 
expense appropriations for fiscal year 1956” is $35,225,000. This item 
is to cover the expenses of administering the mutual-security program 
except for those costs which are inc urred by the Department of De- 
fense in administering the military-assistance portion and the direct- 
forces-support portion about which the committee has had previous 
testimony. 

This item covers costs for the Foreign Operations Administration 
and for the Department of State in administering the nonmilitary por- 
tions of the program. 

You have before you, Mr. Chairman, a justification which is com- 
posed basically of 4 parts: Part 1 is a summary of information covering 
costs for both the Department of State and the Foreign Operations 
Administration; part 2 covers the Foreign Operations Administration 
part only; part 3 covers the State Department administrative expenses 
only; in part 4 there is a table also included to show the total costs of 
the United States regional organization which is financed in part from 
the FOA appropriation item ‘and in part from the State Department 
appropriation item, and still another part comes from the Department 
of Defense item, of $24 million, which was presented by Secretary 
Hensel a few days ago. 

For the purposes of justification, Mr. Chairman, if it is permissible 
with the committee, I would recommend that we allow Mr. Sheppard 
to present the FOA portion of the estimate, and then let the State 
Department present its portion. You then would have the picture in 
perspective for the overall request. 


FOA ADMINISTRATIVE EXPENSES 


Mr. Gary. We would be glad to hear from Mr. Sheppard at this 
time on the FOA expenses. In that connection we will insert in the 
record the table on page 11. 

(The information is as follows:) 
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Mr. Suepparp. Mr. Chairman and members of the committee: I 
am sure you know under the terms of President Eisenhower’s Execu- 
tive Order 10610 the Foreign Operations Administration will be 
abolished tomorrow night. Its functions and personnel will be trans- 
ferred to a new International Cooperation Administration in the 
Department of State. 

This budget for fiscal year 1956 for administrative expenses has 
been based on the President’s guidelines about how this organization 
should be set up. ‘This is to be, under the President’s plan, a semi- 
autonomous agency in the Department of State containing its own 
program and staff personnel. Mr. Hollister, as I think you all know, 
has recently been confirmed as the head of this new agency and will 
be sworn in Friday morning. 

The 1956 estimates before you, in this $35,225,000, include $30.2 
million for the FOA. 


PRIOR YEAR’S APPROPRIATIONS 


I might just touch briefly on what our experience has been over the 
past several years on overall administrative expenses. 

The $35,225,000 for next year compares with $49.2 million in fiscal 
year 1953. 

Mr. Denton. Is that on this table? 

Mr. Suepparp. No, sir; this is narrative background. 

In 1953 it was $49.2 million; in 1954 it was $33.8 million, which was 
a reduction of $15.4 million. In 1955 it was $1.2 million less. That 
is in your table, sir. 

Mr. Gary. Whereisthat? Idonotsee it. 

Mr. Denton. I do not see it, either. 

Mr. Suerrarp. I am sorry, sir. We can show it here on table 11. 


BASIS FOR INCREASED COSTS 


In 1954 the total, as you can see, was $28,238,600. In 1955 it was 
$27,827,000. The proposed item for 1956 is $30,255,000. This repre- 
sents an increase of about $2.4 million, which we wanted to explain, 
if we may, in the first few minutes of this hearing. 


KOREAN COSTS 


This increase arises from four separate items, the first of which is 
a change in financing $640,000 worth of costs in Korea, which the 
Army has been bearing up until now. While this appears as an in- 
crease in our budget, it actually represents a reduction in total gov- 
ernment expenditures, because in making this transfer 100 uniformed 
personnel will be taken from this work, which the Army has now on 
this work, 

The second part of this increase consists of about $436,000, arising 
from passage of Public Law 22. 


EDUCATIONAL ALLOWANCES 


Public Law 22 was a law allowing certain educational allowances 
to be paid to overseas personnel. 
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FULL YEAR POSITIONS 


wg third part of this represents the funding of personnel for a full 
vear, whom we ‘pune only for a part of the year this year, toward 
the id of the yea 
PERSONNEL INCREASE 


Also included is a proposed increase of personnel of $1.2 million in 
the Far East, Middle East, and Latin America. The increase has had 
offset against it an anticipated reduction in Europe, an additional 
reduction in Europe, of about $435,000. 

That is the broad summary in the brief assorted terms, Mr. Chair- 
man, of the estimate. These position figures are listed on page 11 by 
area, comparing departmental employment with overseas employment 
both by area and breaking out the United States regional office in 
Paris. 

NUMBER OF PERSONNEL 


Mr. Gary. You are asking for fewer American positions in 1956, 
the number being 2.454 as compared with 2,488 for 1955? 

Mr. Suepparp. Yes, sir. 

Mr. Gary. But you are asking for a considerable increase in local 
personnel, the number being 1, TOL as compared with 1,086. 

Mr. Suepparp. Yes, sir; that is correct. 

Mr. Gary. What is the reason for that increase in the local per- 
sonnel ¢ 

Mr. Suepparp. Well, 480 of those represent a change in funding of 
180 Korean locals who were working in this program in Korea who 
up until this time have been financed from an Aid Goods Sales 
Account, a counterpart account which for this purpose becomes ex- 
hausted the 30th of June. That accounts for 480. 

The difference there of something over 600—or 615, I believe—for 
the extra 135, is occasioned by several elements. 

We have in this past vear established new missions in Cambodia 
and Laos as a result of the Geneva breakup of Indochina into the three 
States. We also have had some increased need for locals at scattered 
spots around the world. At Pakistan, as an example, we have added 
some locals there to see that the operation would be more effective. 

The bulk of the increase is this Korean item. 

[ should be glad, if you would like, Mr. Chairman, to go through the 
regions of the world, departmental and the regions of the world, t 
give you some more high points of what these figures a 

Mr. Gary. We would be glad to have a statement as to the reasons 
for those increases. 

Mr. Suepparp. All right, sir. 


WASHINGTON, D. C., OFFICE 


So far as Washington is concerned, you will notice no increase is 
indicated or requested, In fact, there isa slight decrease. 

Mr. Gary. From which table are you talking? 

Mr. Suepparp. This is still table 11. You will notice the first line 
is “Departmental”. 

Mr. Gary. That is Washington. 
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Mr. Sueprarp. It shows from 1,593 down to 1,579. I believe the 
difference there is 14 positions. 

Mr. Gary. “Departmental” represents the employees in Washing- 
ton? 

Mr. Suepparp. Yes, sir; that is correct. 

Mr. Gary. All right, sir. 

Mr. Snepparp. Now, the rate of expenditures this fiscal year has 
substantially increased over the expenditures for the last fiscal year. 
We feel it, will continue at this accelerated rate. We are geared or 
organized in Washington on the basis of four regional offices with an 
administrative staff supporting them and the overseas missions and 
functional offices of Agriculture, Health, and so on. These offices are 
involved in screening these programs to be sure that the projects are 
sound, that they do fit United States objectives, and that they are 
feasible of implementation. 

After a program has been approved then the Washington office 
assists—and sometimes does itself—in helping of the missions with 
the implementation of the program. For example, all personnel tech- 
nicians are hired here, briefed here on their duties, and transported. 
The participants who come from these countries are handled here by 
our Washington office with the help of the other agencies. 

The program figures which are proposed this year indicate a gen- 
eral increase in workload in fiscal year 1956, and in spite of that we 
have not asked for an increase in staff. We feel that by one means or 
another we can handle it. 

I would like to say that this program over the past year has under- 
gone what you might call a major internal procedural change. You 
will recall when the Foreign Operations Administration was created 
it was created from the old Mutual Security Agency, the Technical 
Cooperation Agency, the Institute of Inter-American Affairs, and 
several other smaller groups. This brought under one roof all different 
kinds of policies, procedures, forms, personnel with different back- 
grounds, and so on. 

Of course, in that reorganization many people were laid off and the 
group was made smaller. 

This past year we have completed what you might call a retooling 
of these operations from a procedural standpoint. Among other 
things we have eliminated—I forget the exact figure, but something 
like 350 or 400 separate forms which were in process before or in use 
before. We have now one unified central standard procedure to cover 
aid to whatever country in the world is involved, depending on the 
type of aid. 

I touch on this only to say that this agency, I feel, Mr. Chairman, 
has really made real headway in the field of economy and efficiency in 
handling its operations. 

There is one increase in the Washington item which I might touch 
upon. It is a small item, but it is indicative of the sort of things we 
try to balance off and cut something down to absorb something else 
with. We have established a small staff of 13 people to handle with 
the Justice Department what we call the Arabian oil litigation case. 
Back from 1948 to 1952 the Economic Cooperation Administration, 
which is a predecessor agency, had engaged in certain contracts with 
oil companies for the purchase of oil, Arabian oil by and large. A 
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dispute arose with respect to the price paid, and after preliminary 
review the Department of Justice has instigated legal action for claims 
totaling about $100 million. This has required a small staff of petro- 
leum economists and a lawyer or two working with the Department of 
Justice. This is an increase of $150,000 which, as I say, is included in 
this figure. 

EUROPEAN OFFICE 


Europe continues to decline, as of course it should. The fiscal year 
1956 estimates propose the continued reduction from the 450 Americans 
we had there in fiscal year 1954 through 277 which we have there this 
year down to 232 which are proposed for fiscal year 1956. 

Now, this represents a reduction of 48.5 percent for those 3 years. 
During the same period the local employees have decreased 30.5 per- 
cent. 

Now, of that group left, 20 percent are represented by the escapee 
program, which is not directly involved in the aid program. 


NEAR EAST, SOUTH ASIA, AND AFRICA OFFICE 


In the Near East, south Asia, and Africa this estimate provides for 
276 Americans in that area, running from north Africa east beyond 
Burma to Thailand, and 411 locals. 

We have 15 missions located there, and our estimates represent an 
increase of $45,000 from this year’s estimated obligations. 

Now, this results both from the annual cost of positions which are 
authorized during the last half of this year, and the cost of 3 American 
and 52 local additional positions proposed for fiscal year 1956. That 
touches upon that Pakistan program which I mentioned earlier. 

We estimate during this period, for example, that technicians going 
to these 15 countries will increase from an estimate this year of 1,871 
to an estimate next year of 2,028. Participants coming to the United 
States would increase from 1,168 to 1,482. 


FAR EAST OFFICE 


In the Far East the estimates provide for 256 Americans and 767 
local positions. This represents an increased administrative cost of 
about $1.3 million over the fiscal year 1955 estimate obligations, 

Now, the programs in that area, as you gentlemen know, are pro- 
posed to increase some this coming year, and again we expect that the 
expenditures will be higher. 

On the technicians, we are anticipating an increase from 1,147 this 
year to 1,525 next year. ‘On participants coming this way, there will 
be an increase from 1,482 to 1,830, we expect. 

The greater part of this increase of $1.3 million is represented by 
a fairly small group of missions. Korea, for example, will provide 
for an increase. 

As I explained earlier, that largely results from the assumption by 
FOA of certain costs which the Department of the Army previously 
carried out there. In addition, I mentioned the Vietnam, Cambodia, 
and Laos missions—the Cambodia and Laos missions being new mis- 
sions. The increase for these 3 missions is approximately $583,000. 

There will be a slight increase in Indonesia. It will be up $81,000. 
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On Thailand we propose to strengthen our program office, our con- 
troller’s office, our executive office there, at an increased cost of approxi- 
mately $96,000. 


LATIN AMERICAN OFFICE 


In Latin America this year’s estimate provides for 111 American 
positions and 259 locals. This is an increase of $414,785. It will allow 
for an additional 12 Americans and 53 local positions. 

These Latin American missions are small. I do not know how much 
vou gentlemen have traveled down there. These missions range from 
| American and 8 locals in Jamaica to 13 Americans and 34 locals 
proposed for Brazil. By and large they represent fairly small mis- 
sons. 

As you know also, of course, there is a planned proposed increase in 
the technical assistance program for Latin America, as well as in the 
development assistance program. 


EDUCATIONAL ALLOWANCES 


Mr. Gary. What is Public Law 22? 

Mr. SHepparp. It was an amendment to the Foreign Service Act 
of 1946. 

These Foreign Service people abroad in years past have had no edu- 
cational allowances and no authorization when their children, for ex- 
ample, get to college age, to pay their way back to the United States 
to go to college. 

Most of these people are very eager, if they can possibly arrange it, 
of course, to get their children educated in the United States. Now, 
some places, of course, in the primary grades and even in the second- 
ary grades that is not possible. 

Congress in Public Law 22 authorized the payment to Foreign Serv- 
ice people—people under the Foreign Service Act of 1946—of an edu- 
cational allowance to offset the extra cost of education. They also 
included in there a provision that they could pay their way to the 
nearest available school and their way back; but that generally is the 
provision. 

Personally, I think it is a very good investment. In our case it will 
cost. $436,000, and the extent to which it will help our recruiting of 
these people, to get them to go over to these places, will be great. The 
availability of education facilities is a primary impediment in this 
regard. 

Mr. Gary. You only have $322,000 listed here. 

Mr. Mureny. That isthe FOA portion. 

Mr. Suerrarp. The $436,000 includes the State Department. The 
$322,000 is the FOA. 


DIRECT FORCES SUPPORT EXPENSE 


Mr. Gary. Does this estimate include funds for administering direct 
forces support, which is administered by the military / 

Mr. Sueprarp. No, sir: it does not include funds for direct forces 
support, which will be administered by the military. This function 
is being transferred to the Department of Defense, as you well know. 

However, there are some prior year programs which are not yet 
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completed, which FOA, being in the middle of completing, will carry 
on until they exhaust that, with the military picking up as much as 
they can do in the foreign country in terms of receiving of goods and 
seeing that the military ‘of the host country is using them right. But 
there are certain residual functions of winding the thing up in an 
orderly way. 

Is that the agreement ? 

Mr. Murreny. That is correct. The unexpended balances of prior- 
year programs will remain with FOA and be liquidated, Mr. Gary. 
They involve bank financing, commercial letters of credit, and so 
forth. It would be complete sly i impracticable to try to switch over. 

Mr. Gary. Since they are not included in these estimates, why 
should these estimates not be less than those for last year, which did 
include them ? 

Mr. Mvrruy. Do you want to answer that, Mr. Sheppard ? 

Mr. Suepparp. Yes; I would say this: The direct forces ae 
program which has not been a large user of personnel in the bulk. 
It has been a matter of programing bulk commodities, as I understand 
it, to a certain extent, which by its nature does not take an awful lot 
of personnel. 

Of course, we are not organized on a type-of-program basis. In other 
words, you have a country program and you have a man working on 
that country program, and he works at technical assistance, direct 
forces support, defense support, developmental assistance, and all 
kinds of assistance. Now, he has something to do with each one of 
those. And certainly the large proportion of his time by far would 
not be on defense support. To begin with, the defense support pro- 
gram—— 

Mr. Mureny. The direct forces support. 

Mr. Sueprarp. In how many countries is that ? 

Mr. Mureny. About eight, I think. 

Mr. Sueprarp. Six or eight countries of fifty-eight in which we 
operate. 

Mr. Murreuy. A good example would be the direct forces support 
in Turkey for 1955 in the amount of $25 million, which involved the 
processing of 2 documents. It was mainly for petroleum, oils, and 
lubricants. Two  pracemmeent authorizations had to be issued to ac- 
commodate that $25 million direct forces support for Turkey during 
fiscal year 1955. 

Mr. Suepparp. $25 million, on the other hand, in technicians, 
trainees, and projects, and small items of procurement would repre- 
sent, of course, quite a little personnel. 


AVERAGE GENERAL SCHEDULE GRADES 


Mr. Gary. What is the average salary grade for the present fiscal 
year? 

Mr. De Witpe. For the departmental positions I have it by class of 
positions. 

For example, in the general schedule grades the average grade was 
8.8 in 1955 and 8.9 in 1956. 

For Foreign Service staff officers it was 5.9 for 1955 and 5.8 for 
1956. 
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For crafts, protective, and custodial grades it was 3.0 for both years. 

For the Wage Board grades it was 7.8 for both years. 

So there has been a very slight change in average grades in FO 
bet ween the 2 years. 

Mr. Suerrarp. If I might just comment on that, Mr. Chairman, 
our overseas and W ashington grades tend to show a little higher, be- 
cause the Department of State does a tremendous amount of adminis- 
trative support for us, which saturates some of the lower grades and 
tends to give us an average which is a little higher. In other ‘r words, if 
we added in those clerical employees, presumably it would pull our 
average down some. 

Mr. Gary. The figures you have just given me were for the whole 
program ¢ 

Mr. Murreny. That is for FOA departmental, sir. 

Mr. Gary. Do you have the green sheets showing positions by titles, 
vrades. and so forth ? 

Mr. De Witpr. I do not have them with me. I believe they are 
available in our office. We could furnish them to the committee if 
desired, 

Mr. Gary. Deliver a copy of them to the clerk, please. 

Mr. De Witpr. Yes, I will. 


UNOBLIGATED FUNDS 


Mr. Denton. Do you have any money in this appropriation that is 
unobligated, unreserved, or unspent 

Mr. Murrny. Yes, sir; I can give you the April 30 figures on that. 

Mr. Denron. All right. 

Mr. Murruy. Do you want just the FOA portion, Mr. Denton, or 
would vou like the overall figures 4 

Mr. Denton. I would like the information as to what we are deal- 
ing with right now. 

Mr. Murruy. Just the FOA. In the 1955 account the obligations of 
April 30 for FOA are $22,235,182. 

Mr. Gary. Would it not be well to get the obligations for all 3 to- 
vether / 

Mr. Murpny. I have those, also. If you would like to have all 3 I 
would be glad to give those. 

Mr. Gary. I think it would be a good idea to get those obligations 
together. Let us go on to the details for the State De _partment, and 
then when we get to the end I think it would be more appropriate to 
insert that information. 

Mr. Denton. All right, Mr. Chairman. 


ALLOWANCES FOR PERSON NEL 


Mr. Hanp. Would you comment briefly on the nature of your living 
allowances and quarters allowances for your personnel / 

Mr. Sueprarp. I would be happy to, sir. 

We operate under all of these allowances which the Department of 
State sets for the whole Foreign Service, including our Foreign Serv- 
ice people abroad. The allowances take several forms. 
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POST ALLOWANCE 


There is what is called a post allowance. This post allowance js 
what I call a cost-of-living allowance. It takes into consideration the 
comparative costs of living based on prices at a particular post com- 
pared with the cost of living in Washington. In other words, a person 
making $8,000 a year in Washington, if he goes to a post where, say, 
there is a 10 percent cost-of- living allowance, according to price 
studies, and it looks like it would cost him $800 or 10 percent more, 
to live there, would get a post allowance of 10 percent. 

All posts, of course, do not have post allowances, and there are 
varying percentages. I think it is safe to say that most posts do not 
have a post allowance. 

By and large the process by which this post allowance is estab 
lished—this cost-of-living allowance—I think on balance is a very 
careful one. In other words, they take into consideration the kinds 
of things a man spends his salary for. They get a lot of sample prices. 
They really go to great pains to establish it. 

Of course, the people in the field always feel there is a big lag in 
establishing the allowance in the cost of living. 

Mr. Hanp. I do not suppose it ever works in the opposite fashion, 
does it? If aman goes from Washington to Madrid, do you deduct 
from his salary because it costs less to live there ¢ 

Mr. Suerparp. No, we do not. 

Mr. Hann. There is no complaint there 4 

Mr. Sueprrarp. No. 


HARDSHIP POST DIFFERENTIAL 


The second general type of allowance is a hardship post differential. 
Now, this is an allowance designed to compensate a man for living 
and taking his family to a post where conditions of climate, health. 
sanitation, entertainment and recreation are definitely substandard. 
These hardship differentials run from 10 to 25 percent; 25 percent 
is the maximum. 

Here again this is kept under very constant review. Posts will 
shift from 15 to 10 percent or 10 to 15 percent, depending on a chang 
in circumstances there. 

A bad example—which maybe is not a fair thing to talk about—for 
example would be Kabul, Afghanistan, where we have people down 
in the Helman Valley, sev eral hundred miles from Kabul. There is 
literally nothing there. There are no recreational facilities of any 
kind. The only thing is native food. 

We have men, women and children living there, doing work, which 
is a great tribute to their devotion. 

These people at Kabul get food shipments in from the commissary at 
the Kabul base every month. The commissary at Kabul is stoc ked as 
well as it can be, perhaps, but it is still pretty inadequate and sparse, 
and the people want things which they think are in the commissary, 
and the truck comes in without them. It is a tough situation. 

Mr. Hanp. That is two. What is another one? 
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HOUSING ALLOWANCE 


Mr. Suepparb. The third is the quarters or housing allowance. This 
again varies. It is established by the State Department. It is designed 
to cover a high percentage of all housing costs of all employees. In 
other words, 1t does not cover all of the man’s housing cost, if he wants 
to go abroad. This is subject to variation around the world, and it is 
subject to change at a post as housing conditions change. 

Mr. Hanp. This is for rental, housing allowance 

Mr. Sueprarp. That is correct. Of course it varies; also by grades, 
by salary levels of employees and by families of those employees. For 
a single person, it is less, with a little more for a married man, who 
vets a little higher allowance. 

And from my experience of living overseas, I know, at least for 
FOA, we are having a difficult problem. I mean, there are certain 
elements, even in FOA, where we have special problems. 


SPECIAL ALLOWANCES 


Mr. Hanp. What are the special allowances? 

Mr. De Wipe. There is a temporary lodging allowance, which is a 
living-quarters payment made to the officers and employees in the 
foreign service for temporary quarters when they first arrive at the 
post with no other quarters available. 

Mr. Sueprarp. That is limited to 90 days, I believe. 

Mr. De Witpe. Yes. There is a separation allowance of payments 
made to officers and employees whose assignments carried them into 
areas of the world where there are excessive adverse living conditions, 
or where they are outside the country at the convenience of the 
Ca 

Mr. Hann. They are paid because they lose the companionship of 
their families? 

Mr. Suepparp. No; it is more a question of having to establish two 
households. 

Mr. Hanp. Yes. 

Mr. De Wixpe. Then there are two other allowances, the representa- 
tion allowance, with which you are familiar; that is, to defray the 
expense of entertainment by senior officers, and official resident allow- 
ance, to pay the cost of the principal officer, who maintains a residence 
for official purposes. 

Mr. Hanp. Beyond all of the other allowances that are made to the 
foreign service, for bad conditions, facilities for entertainment and 
sO forth, what is the rationale of making special provisions for quarters 
not allowed for here ? 

Mr. Suepparp. I would say that a part of that, of course, is due 
to the housing conditions around the world. There are a lot of places 
where you have to pay pretty high amounts for quarters. And let me 
say that this amount is not designed to cover all of the cost. In other 
words, it is designed to cover a percentage of the higher costs that 
are paid. 

Mr. Hanp. My point is that there is a differential in allowance, or 
a general credit over and above that which is given for housing. 
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Mr. Suerparp. The increase in cost excludes housing; that covers 
items for transportation. 

Mr. Hann. What I am getting at is that the same type of employee 
working in Washington and in the United States is not given an allow- 
ance. I can understand the rationale behind the kind of increase in 
cost of living abroad, due to the lack of facilities, and so forth, but 
I do not quite see the distinction between furnishing some part of the 
housing expense for overseas service as distinguished from domestic 
service, 

Mr. Sueprarp. I am not in position to give you a complete answer 
on allowances, but if you wish a more complete answer, we will get 
the head of the Allowance Branch of the State Department up here, 
because this is an important point. But one point is that you do not 
have the range of housing available abroad, of the type that is avail- 
able, for instance, here in Washington. 

Mr. Cotuins. I think one of the principal reasons, Mr. Hand, is the 
fact that the people engaged in the Foreign Service have to move from 
place to place at the direction of the Government and have little op- 
portunity to establish their own home, whereas the persons in the 
domestic agencies do have that opportunity. 

Mr. Gary. These allowances are not particularly applicable to FOA, 
but they are allowances fixed by law for all Foreign Service employees, 
are they not? 

Mr. Coruins. That is correct. These allowances are authorized 
under the Foreign Service Act of 1946. The rates are determined by 
a staff of statisticians within the State Department who make a de- 
termination under the Bureau of the Budget directive on a govern- 
mentwide basis. 

Mr. Sueprarp. I think a further answer to the question adds up to 
what the individual pays over his allowance; some people are able to 
get along with the allowance for housing. But I think the records of 
the Department indicate that the credit for allowance, housing allow- 
ance, does not cover the individual’s total housing costs. 

Mr. Hanp. It is true that housing up to American standards is very 
expensive in most countries. 

Mr. Suerparp. Yes. 


SALES OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Gary. Before you leave this question of the FOA, it appears 
in the justification that the FOA staff has certain duties in connection 
with the sale of surplus agricultural commodities and that the sale of 
those commodities is estimated to show a substantial decrease for 1956. 
Does that have some resultant effect on the number of persons needed ? 

Mr. SuHepparp. I should say this, Mr. Chairman, that even after 
the sales have been made, there is a lot of work in the selling process 
in this program. Also, I would say that in Europe, our missions have 
agricultural men where the workload is heavy in this field. I mean, 
the technical assistance, the agricultural proceeds in pipeline from the 
sale of agricultural products, so that I would say, personally, that it 
does not have a sharp effect on the personnel requirements. 

You will note, of course, that in Europe, that provides for funds this 
year of some 221 Americans and that it is cut down to 181. 
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Mr. Gary. What is the reason for that decrease? There is an esti- 
mated drop from $241 million in 1955 to $45 million in 1956. 

Mr. SHepparp. Mr. Murphy, will you explain to the committee the 
decrease in the sale of agriclltural commodities in Europe anticipated ? 

Mr. Murpuy. The surplus agricultural program decline reflects the 
fact that the emphasis on the program is shifted from Europe, the 
European area, to the Far East, with a great reduction in our ability 
to dispose of surplus agricultural commodities under this program, 
because the countries of the Far East and the Near East are not as 
big consumers of agricultural commodities, on an import bassis, as are 
the countries in Europe. 

And it is for that reason, Mr. Chairman, that the executive branch 
proposes that the total requirement under section 402 of the Mutual 
Security Act, for the fiscal year 1956, be reduced $225 million, world- 
wide as compared with $350 million during the fiscal year 1955. 

Mr. Denton. If you lowered the price on the world market, would 
that not enable you to sell, instead of dropping so much ? 

Mr. Mureny. If we were able to get the Commodity Credit Corp- 
oration, for example, to bear the total loss between the two prices, 
between the world price and the domestic price, that of course would 
help greatly. 

Mr. Denton. How much do you think you could dispose of ¢ 

Mr. Mureuy. I would hesitate to venture a guess on that, Mr. Den- 
ton. I am not an expert on the agriculture commodity item. Under 
present conditions, all I know is that the estimate for 1956 is down 
by $125 million. 


Mr. Denton. Well, if you could sell the surplus commodities, at the 
world price, what effect would that have on the price ? 

Mr. Murpeuy. Well, there is a conflict of views on that, as you know, 
Mr. Denton. 


CREATION OF INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Denron. As I understand it, your agency is going to be trans- 
ferred to the State Department ? 

Mr. Sueprarp. Yes. 

Mr. Denton. And at that time, as I understand, the normal activi- 
ties in your setup will be under the State Department for administra- 
tion ¢ 

Mr. SHeprarp. Yes. 

Mr. Denron. And you do not know what changes will be made? 

Mr. Suerrarp. We have a pretty good idea, Mr. Denton, from the 
Presidential order. 

Mr. Denon. In other words, you will be doing just the same thing 
is Vou Were, except you will be under the State Department / 

Mr. Suepparp. There will be, I think, some changes, but we do not 
visualize, certainly, any rapid changes. 

Mr. Denton. In other words, you think it is going to save expenses 
by this consolidation ? 

Mr. Suepparp. I personally doubt that very much. And I might 
point out that Mr. Hollister is going to check the economy phase of it. 

Mr. Denron. How much do you think could be saved ¢ 
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Mr. Suerrarp. It would be small, very small, and I would hesitat, 


to place a price tag on it. In these programs, for example, you hay 


your program of recruiting personnel; you have to keep books an, 
all of that sort of thing. It has been the experience in the executiy, 


branch generally, I think, that moving a certain number of peop} 
from one department to another, by virtue of the move itself, excep 


in cases where there may be overlapping or duplication, does not, 
itself, save money. It would be my personal‘opinion, and in fact M 


Hollister told me that he did not plan to make any changes until ly 


could look the whole thing over, and that he does not plan any majo 
changes until he has chee ‘ked the whole program. 


We see consolidations that might save a few thousand dollars 0; 


administrative expenses, but it might affect the way you handled bil 
lions of dollars in a program. 
Mr. Gary. We will recess for a few minutes to answer the roll cal) 


( Recess.) 
DEPARTMENT OF STATE ADMINISTRATIVE EXPENSES 


Mr. Gary. We will take up next the Department of State and }) 


this connection, we will place page 39 of the justifications in the recor( 


(The page referred to follows :) 
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Mr. Gary. Mr. Schuler, you are going to make the presentation? 

Mr. Scuuter. Yes. 

Mr. Gary. We will be glad to hear you. 

Mr. Scuuter. The estimate for the Department of State—the tot,| 
amount of $5 million—consists of 2 items: one that we term “progran 
policy review” in the amount of $2.7 million; and the second, th 
United States missions to the North Atlantic Treaty Organization an( 
European Regional Organization, in the amount of $2.3 million. 


PROGRAM POLICY REVIEW 


With your permission, I would like to discuss those two items sep. 
arately. And we can take the first, the “Program policy review” item 
in the schedule on page 39, indic: iting the distribution of the total 
million by areas of the world and by purposes. 

This item of $2.7 million is to permit the Secretary of State to carry 
out his responsibility in connection with the formulation of foreig 
policy, and to insure that the programs and policies adopted by tle 
Foreign Operations Administration, proposed by them, are in agree 
ment with the total foreign policy program. 

There are people employed, both in the Department in Washing 
ton—182 in Washington estimated for 1956—and 103 abroad. The 
Ambassador in the foreign country has the same responsibility as the 
Secretary of State does here and works with the overseas nations ani 
the FOA in carrying out his responsibility and in coordinating tle 
programs with the programs of the Department. 


INCREASE IN PERSONNEL IN REGIONAL OFFICES 


For the fiscal year 1956, we are requesting an increase of $227,(0), 
which will provide for 4 extra positions in the Departmental service, 
located in the Bureau of Far Eastern Affairs and required to backstop 


the Southeastern Asia Treaty Organization recently established ant 
approved. 


PARIS REGIONAL OFFICE 


Overseas, excluding the United States regional office in Paris, whic! 
appears on ‘the second line below E urope in the schedule you are ex- 
amining, there is an increase of 10 positions requested. Two of the 

ositions are to provide special assistants to the Ambassador at Bont, 
eee to coordinate the mutual security functions in the Republi 
of Germany. 

Mr. rie nton. What figure are you referring to? 

Mr. Gary. There is a decrease, acc ording to the table here, from 
126 to 110. 

Mr. Scuvter. It is in the line right above that line. 

Mr. Gary. Under Europe. 

Mr. Scucter. This is the other item. 

Mr. Gary. This shows an increase from 44 to 46. 

Mr. Scuuter. Those two positions are for special assistants to the 
Ambassador at Bonn. 

The next line is for the United States regional office, Paris, and the 
second item there will be discussed separately by Mr. Collins, if that 
is agreeable to the committee. 
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NEAR EAST, SOUTH ASIA, AND AFRICA REGIONAL OFFICE 


The next line, which is for the Near East, South Asia, and Africa, 
reflects an increase of two positions, which are to provide special assist- 
ants to the American Ambassador and a secretary to the special assist- 
ant in Iraq, where a new military assistance program has been estab- 
ished. In the far eastern area an increase of 6 positions is requested 
to provide for assistants to the Ambassador in the newly established 
countries of Laos and Cambodia; and 4 positions for the Secretary of 
the SETO—South East Asia Treaty Organization—at Bangkok; 
headquarters at Bangkok. 


FAR EAST OFFICE 


The increase in the far eastern area is offset by the elimination of 
four positions in Japan, made possible by the completion of the eco- 
nomic and scientific mission that has been operating in that country. 

There is no increase requested in the Latin American countries; 
dollarwise, a small decrease. 


EDUCATION ALLOWANCES 


The next item, Public Law 22, undistributed by countries, is an item 
similar to the one that Mr. Sheppard referred to in connection with 
the amendment to the Foreign Service Act, and provides for the pay- 
ment of educational benefits and other benefits to children and fami- 
lies of Foreign Service employees abroad. 


UNDISTRIBUTED BY AREA 


Mr. Gary. What is the item “Undistributed by area”? 

Mr. Scuuter. The undistributed by area—the last line on the sched- 
ule includes dollars for two purposes: One is for payment of home 
leave for employees abroad, appointment travel, separation travel; 
and an amount of $30,000 for payment of communications services 
required in connection with this whole program. The increase of ap- 
proximately $90,000 in that item results from the Department going 
on a 2-year-home-leave-program basis in 1950 as opposed to the present 
2-3 year program that has been funded so far. 


INCREASE IN WASHINGTON STAFF 


Mr. Gary. Mr. Schuler, it appears from this table that there has 
been a steady decrease in overseas positions, from 380 in 1954, to 219 
in 1955, to 213 in 1956; whereas there has been an increase in the Wash- 
ington employees from 178 in 1954, to 178 in 1955, to 182 in 1956. 

Since you are exercising supervisory functions, why should your 
Washington office increase when your overseas personnel is decreasing ? 

Mr. Scuuter. In the total increase, Mr. Chairman, in the depart- 
mental staff for 1956 requested—the 4 positions—they are totally re- 
quired by the establishment of this new Treaty Organization in South- 
east Asia. There is no change in the other offices of the Department. 

Mr. Gary. Why could you not cut off some as the result of the 
decrease overseas ? 

Mr. Scuuter. Much of the decrease abroad, or much of the decrease 
overseas, results from the reduction in the United States regional 
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office, which is largely a self-contained unit within the EUR area and 
affects in operation only that one area in terms of people required, 


AVERAGE GS GRADE 


Mr. Gary. What is your average salary grade for the present fiscal 
year, and your request for fiscal year 1956? 

Mr. Scuuter. Our average salary grades for both years are iden. 
tical, so far as this $2.7 million item is concerned, and they are as 
follows: 

For the general service grades, the average grade is 7.7 and the 
average salary is $5,468. 

For Foreign Service officers the average grade is 3.9 and the average 
salary is $8,057. 

For the Foreign Service Reserve officers the average grade is 2.9 and 
the average salary is $10,018. 

For the Foreign Service Staff officers the average grade is 9.9 and 
the average salary is $4,846. 

In this connection, Mr. Chairman, these grades reflect the situation 
that Mr. Sheppard pointed out earlier. They do reflect against the 
lower grades for the reasons established. 

Mr. Gary. Do you have green sheets ? 

Mr. Scuuter. I do not have them with me, sir. We can get them 
for you. 

Mr. Gary. Will you furnish those to the clerk, please, sir. 

Mr. Scuuter. I would be glad to. 


PARIS REGIONAL OFFICE 


Mr. Scuuter. The other item, Mr. Chairman, is an item of $2.3 
million for the United States regional office in Paris. I should like 
to have Mr. Collins speak to that, please. 

Mr. Coxurns. Sir, the organization which is called by the abbre- 
viated name USRO is the United States Mission to the North Atlantic 
Treaty Organization and other European regional organizations. 

The $2.3 million that we have under consideration constitutes the 
expenses of the State Department element of that mission. As Mr. 
Sheppard indicated earlier, the total USRO organization also con- 
tains an economic section which is staffed by FOA and a defense 
affatrs office which is staffed by the Department of Defense. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

Mr. Coins. The apparent discrepancy between the figure of 
$2,250,800 which is shown on the USRO line on page 39, and the 
$2.3 million which is reflected for USRO in the table on page 45, is 
that the USRO share of Public Law 22 increased costs—mainly edu- 
cational allowances—is included in the item of $114,000 toward the 
bottom of the table on page 39. It is simply a slightly different dis- 
tribution of the same amount of money. That portion of the total 
expenses of USRO which is pertinent to functions of the State De- 
partment has been reduced since fiscal 1953 from $8,772,000 to the 
budget request of $2.3 million. 

Approximately at the beginning of fiscal year 1954 a predecessor 
organization in Paris was transferred from the responsibility of the 
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Mutual Security Administration to the State Department, and in con- 
nection with various reorganizational arrangements and the recen- 
tralization of some responsibilities in Washington the organization 
was cut very much in size. You will notice that the dollar request 
for 1956 is 74 percent below the operating level of 1953 and is 26 
percent below the level of fiscal year 1954. 


FUNCTION OF OFFICE 


The State Department element of this organization consists of the 
Office of the Chief of Mission, the Ambassador ; the Office of Political 
Affairs; an administrative office and an executive secretariat, which 
services the total organization, including service to the FOA and the 
Defense elements. 

This total organization carries on our day-to-day relationships with 
the North Atlantic Treaty Organization and with the Organization 
for European Economie Cooperation. A principal function that it 
carries out each year is an annual review of the economic capacity of 
the various members of NATO to support the Defense Force goals 
established by the NATO military commanders. 

There is an extremely detailed review of the economic capacity of 
the 15-member nations that extends roughly from August through 


| December, under which the effort is to persuade the various members 


to make the greatest possible contribution toward the maintenance 
of an adequate defense of the North Atlantic area. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Coturns. Sir, we do think that the role of our mission to NATO 
is quite important. Essentially it is there to continue the persuasive 
effort leading to a sizable contribution to the common defense by the 
European members that have joined us in the North Atlantic Treaty. 

Mr. Gary. The expense of that office is decreasing ? 

Mr. Couurns. Yes, sir, it has decreased, as indicated on page 46, to 
about one-fourth of the 1953 amount. 


AVERAGE GS GRADE 


Mr. Gary. What is the average salary grade for the present fiscal 
year ? 

Mr. Coturns. Sir, I do not have the average grade figures with me. 
The average salary in both fiscal years is somewhat under $6,000 for 
the American employees. 

Mr. Gary. Is there any change in the grade figures ? 

Mr. Cotutns. I am sure that the detailed figures will show no sub- 
stantial change. Ido not have them with me. 

Mr. Gary. Will you insert the grade figures in the record ? 

Mr. Coturns. Yes, sir. 

(The information is as follows :) 


For Foreign Service officers and reserve officers the average grade in 1955 is 
2.6 and in 1956 will be 2.7. The average salary is estimated to be $10,730 in 
1955 and $10,205 in fiscal year 1956. 

For Foreign Service staff officers and employees the 1955 average grade is 9.9 
and for 1956 is 10.7. The average salary for 1955 is $4,850 and in 1956 is esti- 
mated to be $4,354. 

It will be noted that for Foreign Service grades the higher the grade, the lower 
the salary. That is, the top positions are in class 1, contrary to the practice under 
the domestic general schedule. 
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Mr. Gary. And will you please furnish the clerk with the green 
sheets. 
Mr. Coturns. Yes, sir; we will do that. 


EXPLANATION OF INCREASE IN BUDGET FOR 1956 


Mr. Denton. I notice that you have 2 less American employees and 
8 less foreign employees than you had last year. Despite this you 
propose an increase in the budget of $227,000. Other than the item 
of Public Law 22, of $114,000, how do you account for that increase / 

Mr. Scuuter. Mr. Denton, there is an increase of $83,000 that rep- 
resents the cost of filling on a full-time basis certain positions, and cer- 
tain costs that were incurred during 1955 on a part-year basis, and do 
not relate directly to increases or decreases in numbers of positions. 
They are really positions on this list. 

r. Denton. You mean they were not employed a full year’ 

Mr. Scuvuter. Yes, sir. 

Mr. Denton. There were some lapses ? 

Mr. Scuuter. Yes, sir. 

Mr. Denton. Do you not think you will have some lapses in this next 
year, too? 

Mr. Scuuter. This provides for substantial lapses, sir, On page 
41 we are anticipating a lapse of $166,000. 

Mr. Denton. Where is that item ? 

Mr. Scuuter. On page 41, at the top of the page, in the right-hand 
column. 

Mr. Denton. Average permanent lapsed personnel. Why do you 
think it will be less next year than it was this year, on your lapses? 

Mr. Scuuter. It will be more this next year 

Mr. Denton. Why do you think it will be more? 

Mr. Scuuter. Because of new positions, sir; the 10 additional po- 
sitions we are requesting for 1956. 

Mr. Denton. But you show here you have 10 less positions. 

Mr. Scuuter. The 10 less positions refer again to the total, or the 
whole item. 

Mr. Denton. That is right. 

Mr. Scuuter. And are ‘actually i in the United States regional office 
in Paris. That drops from 242 to 110. 

Mr. Denton. Is that correct ? 

Mr. Scuuter. That is where the reduction is. 

Mr. Denton. 242 was the locals. That shows it dropped to 239. 

Mr. Scuuter. Excuse me; from 126 to 110. 

Mr. Denon. That is 16 dropped ? 

Mr. Scuuter. Yes. That is what results in a net decrease in total 
positions. But it is not directly related to the $227,000 which is in the 
other item, in the first item we discussed. 

Mr. Denton. You mean you transferred those people under the 
Paris office over to another agency / 

Mr. Couuins. No, sir. I ‘think it might be of help to explain this, 
to say that except for the new costs of educational allowances there 
would have been a dollar decrease for USRO. The USRO dollar 
decrease would have been somewhat parallel to this position decrease. 

Mr. Denton. The educational increase shows $114,000 here. 
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Mr. Cottrns. Sir, the $114,000 really consists of 2 parts; approxi- 
mately $65,000 for educational allowances for these activities other 
than the USRO, and approximately $49,000 for the educational al- 
lowances at USRO. 


PERSONAL SERVICES 


Mr. Denton. On the chart on page 49 you have a decrease of 16 
positions shown. That is the same 16 referred to? 

Mr. Scuuter. The same 16; yes, sir. 

Mr. Denton. Why do we ‘not get a decrease on account of that? 
Last year you had appropriations of $2.3 million, and it is $2.3 million 
this year, but there is a decrease of 16 personnel. Why did we not get 
some benefit from that ? 

Mr. Cotxins. Principally, sir, because those 16 personnel were dis- 
pensed with fairly early in fiscal year 1955. In other words, they did 
not represent a full-year cost. Secondly, we do have in the $2.3 mil- 
lion the entirely new cost arising from ‘Public Law 22 for these edu- 
cational allowances. 


CREATION OF INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Denton. This department is being put under the State De- 
partment, and the Secretary thought there could be some saving on 
account of that. I cannot think of any place where we would be more 
likely to having a saving then when there is a consolidation between 
two offices, when they are put under one. What can be done to effectu- 
ate some saving by this consolidation in this department ? 


Mr. SHerparp. Mr. Denton, this saving that you talk about in this 
regional organization has come about. There has been a tremendous 
saving there. 

For example, on page 49 you will notice at the bottom of the page, 
in the total, that the actual 1954 employment was 633.2 man-years. 

Mr. Denton. I do not see that. Where is that? 

Mr. SuHepparp. Page 49, sir. 

Mr. Denton. Yes. 

Mr. Suepparp. The actual 1954, that first vertical column, on the 
left, clear down to the bottom. The total figure there shows 633.2. 

Mr. Denton. That is because of another agency which was taken 
out of the department, that he testified to. 

Mr. Sueprarp. This was at about the beginning of fiscal year 1954. 
It started about the 1st of July, 1954. It has gone from 633.2 over to 
a projected employment of 471.1. 

Actually in the preceding fiscal year of 1953, if my recollection serves 
me right, we would have shown a considerable reduction. 


UNITED STATES MISSION TO NATO ORGANIZATION 


Mr. Gary. We do not have that table in the record. If you are 
discussing the overall USRO program, then that table should be 
inserted in the record. 

Mr. Suepparp. Yes, sir; I believe it should. It reflects the employ- 
ment. 

Mr. Gary. We will insert that in the record at this point. 

(The information is as follows:) 
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MutTvat Security ProGrRamM 


UNITED STATES MISSION TO THE NORTH ATLANTIC TREATY ORGANIZATION Ayn 
EUROPEAN REGIONAL ORGANIZATIONS——USRO 


Comparative summary—All agencies, poems year 1956 


Actual 1954 Estimate 1955 Estimate 1956 


Total Total 


| | 
| Average | Average | Average 
| employ- | Amount | employ-| Amount | employ- | Amount 
ment | | ment | ment 


} 
| 
| = 
Department of State: | | 
American civilian personnel._-- 187.0 1, 443, 193 | 127.0 | 939, 300 
Local personnel 303. 0 620, 684 242. 0 | 529, , 900 
_— — —— — —_—_—— = —— _ = 
Total, personal services ae 490. 0 2, 063, 877 369. 0 | 1 469, 200 357.0 | , 438, 10 
Other object expenses__- ---| 1, 047,723 |-- 830, 800 eral 861, 90 


Total scene dtdaks. tee 490. 0} 3,111,600 | 369,0 | 2,300,000 | 357. 300, 00 


Foreign Operations Administration: | | | | 
American civilian personnel | Be 2 822,770 | 49.9 482, 812 | 9. 495, 84 
Other object expenses ___ 182, 799 |_- 106, 600 | 95, 752 


Wie oes ve 83. 1, 005, 569 | 49.9 | 589, 412 9. 591, 598 
Defense Department: SUM | 
American civilian personne]___- 34. 0 273, 587 | 34. 0 | 253, 700 38. 286, 700 
Military personnel. _- ; 26.0 “57, 966 25. 0 | | 43, 300 , 59, 500 
Total personal services. _.__._-| 60.0 | 331, 553 | 59, 0 | 297, 000 | 5.0 | 346, 200 
Other object expenses-_- Bc peded | FOOT eke wsccssal 93, 000 | 108, 800 


ete ii Ok [i833 60. 0 - 402, 520 59.0 | 390, 000 55.0 | 455, 000 


Summary all agencies: 
American civilian personnel. .___| 304.2 | 2,539, 550 | 
Military personnel_______-___-__| 26.0 | 57, 966 | 
Local personnel. 303.0 | 620, 684 ME 


43, 300 e 59, 50 
529, 900 | 39.0 | 516, 40 


249. 0 





Total, personal services -_--__-- 633. 2| 3,218,200 | 477.9 
Other object expenses..--- | 1,301, 489 


2, 249, 012 | 471.1 2, 280, 143 
1 030, 400 |.--------- 1, 066, 452 


| | 
210.9 | 1, 675, 812 | ; 1, 704, 243 
0 * 
| 
| 
| 


633. 2 4, 519, 689 | 477. 9 | 3, 279, 412 | 471.1 | 3,346, 595 
i ! | 





Mr. Denton. Of course, that overall decrease from 633.2 to 477.9, 
from the year 1954 to the year 1955, was due to one agency being taken 
out of this agency, was it not? 

_Mr. SuHeprarp. No, sir. Prior to this one column you have of 
633.2—in other words, prior to the 1st of July 1954—you had this or- 
ganization that had a different name and a different purpose in life, 
an entirely different job to do, really; but you had in there a lot of 
MSA people, a lot of State people, and a lot of Defense renee 
people, with a superstructure coordinating the three. From July 1 
1954, through that fiscal year there were some terrific reductions made 
inthat. I thought maybe I could get the 1953 figure here. We laid off 
in that headquarters not only a tremendous number of people, but we 
also cut down on other object costs. For example, we gave up build- 
ings and cut down motor pools. 

The Sec retary’s objective, which you refer to, of saving through 
this consolidation, took place by and large in the fiscal year 1954. 
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FUNCTION OF PARIS OFFICE 


Mr. Denton. This agency is practically a liaison office between the 
FOA and the State Department, is it not 

Mr. Suerparp. In Paris, this regional office, you mean ¢ 

Mr. Denton. The one here for $2.7 million is practically a liaison 
office between the State Department and the FOA? 

Mr. Sueprrarp. Well, you could describe it that way. 

Mr. Denton. When you consolidate why do you need a liaison 
office ? 

Mr. Suepparp. Without saying that it is wholly a liaison office, 
these people do add a lot of value in the process of their work. It is 
nore than just transmission. 

This will be, as the President indicaed, a semiautonomous agency 
veared at operations. On the other hand, the President has re- 
affirmed what he said back in 1953, that he wanted the Secretary of 
State to be clearly in charge of foreign policy, and this operating pro- 
sram which FOA now runs and ICA will run is geared to operations, 
purchases, shipment of materials, technicians, and that sort of thing. 

The problem of management is how this operating agency gets its 
foreign policy guidance on a host of issues from the Department of 
State proper. 

Mr. Denton. Financially I cannot see where there would be any 
gain at all made in this consolidation, unless it would be in this particu- 
lar agency, which in effect is a liaison agency. 

Mr. SuHepparp. Well, I think that is a sound conclusion. I am just 
not sure at this stage. I have tried to think this thing through, as 
many people have. Mr. Hollister is working on it now. How do you 
provide this liaison ? 

UNOBLIGATED BALANCES 


Mr. Denton. I would like to get this figure for these three agencies, 
about how much money is unobligated. 

Mr. Gary. Let us have Mr. Murphy answer that. 

Mr. Morruy. As of April 30, unobligated balances were as follows: 
Total, $6,190,025; FOA, $5,286,283; State, $845,420; Army, $58,322. 
_ Mr. Sueprarp. Mr. Chairman, I would like to state that under the 
instructions under which this budget was prepared for both State and 
the FOA, from the Bureau of the Budget of the executive branch, it 
did not take into consideration pending legislation. At the time this 
was built up the pay-raise bill signed by the President yesterday had 
not become law. 

Mr. Gary. We understand. 

Mr. Sunpparp. This does not include the pay raise. 

Mr. Denton. Everybody will have that problem. 


PROGRAM REVIEW SECTION 


Mr. Hanp. Mr. Schuler, I want you to tell me first how many per- 
sonnel you are going to employ in 1956 with this Program Review 
Section, or problem we have been discussing. 

Mr. Scrruter. The total number, sir ? 

Mr. Hanp. Yes. 
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Mr. Scuvuter. The total number will be 265, Washington and field, 


Mr. Hanp. How many are overseas and how many are in Wash. 


ington ? 

Mr. Scuuter. Of those 167 are in Washington, and 97.5 in the 
field. 

Mr. Hanp. I wish you would tell me as briefly as possible and in 
broad outline just what this division does. How does it function! 
Give me the line of its function. 

Mr. Scuuter. The individuals employed under this allocation of 
funds from the Foreign Operations Administration do not operate as 
one division within the Department. They are located in each of the 
substantive areas of the Department. The Bureau of European 
Affairs has a few. 

Mr. Hanp. I think I understand that. Are they assigned full time 
to the functions which you have been describing in this program 
review ¢ 

Mr. Scuuter. In certain instances they are, sir. In others they a 
not. It would depend on the workload in the particular area. 

In the European area, which has a heavy workload on account of 
the mutual security program, you could identify a great many of 
them, sir. 

Mr. Hanp. Give me some idea of what they do. 

Mr. Scuuter. In the Far Eastern area you probably could. 

Mr. Hanp. Give me some idea of what they do. When they sit 
down at their desks and review these programs, so that they can see if 
they are consistent with our general overall foreign policy, what do 
they do? 

Mr. Scuuter. Mr. Collins is a representative of the Bureau of Euro- 
pean Affairs. May he speak to that ? 

Mr. Hanp. Yes. 

Mr. Cottrns. Sir, 32 of these domestic positions are in the Office of 
European Regional Affairs. Its principal function is to backstop 
our representatives in Paris to the North Atlantic Treaty Organiza- 
tion. The permanent representatives of the various members of 
NATO have weekly council meetings at which decisions on North 
Atlantic Treaty planning come up for decision. The meetings are 
formal in nature and the position of each national government has to 
be taken at those meetings. Tentative recommendations come back 
from our delegation to NATO to the Office of European Regional 
Affairs, which engages in the staff work necessary to coordinate 1 
governmentwide decision as to what our attitude should be on these 
questions. 

The sorts of things which are dealt with by the North Atlantic 
Treaty Council in these weekly meetings are the nature, the location 
and the dispersal of the so-called infrastructure projects—that is, the 
fixed facilities to support the integrated military forces in Europe— 
the relative sharing of the defense forces, such questions as the attempt 
to raise the number of months of military service in the various 
national armies—among other things we try to persuade the European 
members to meet our standards in that respect—and a host of ques- 
tions which come up for weekly decision of that sort. These decisions 
as to what the United States position should be affect many agencies 
of the United States Government, and there is a complex and detailed 
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iob of governmentwide coordination to be done. It is not simply a 
job of liaison with FOA, but also with the work of the Defense 
Department, the Treasury Department, and the Commerce Depart- 
nent, and other agencies. 

Mr. Hann. Are they specialized or put into compartments by area 
or problems or otherwise; or does the same group work on the overall 
problem of program review! 40k. 

Mr. Coturns. They are specialized. These people are distributed 
throughout the geographic organization of the Department. 

Mr. Hann. In Washington is there a group that deals only with 
Near East problems, or do all the personnel deal with the whole prob- 
lem ¢ 

Mr. Cottins. The second is the case. The personnel financed by 
this money are distributed into the various operating areas of the 
Department that deal with specific countries and world areas. 


OBLIGATIONS AND EXPENDITURES 


Mr. Gary. Mr. Murphy, Mr. Denton now would like to have the 
answer to the question of obligations and expenditures on the entire 
item. 

Mr. Mureny. Of the $32.5 million that was appropriated, Mr. Chair- 
man, the obligations on April 30 amounted to $26,383,390. The ex- 
penditures amounted to $20,563,919. That left an unobligated balance 
of $6,190,025, and an unexpended balance of $12,009,496. 

Now, of the obligation figure which I gave $26,383,390—— 

Mr. Denton. Wait a minute. You gave me $22,235,390 obligated 
and $20,563,919 expended, and then $6,190,025. What was that? 

Mr. Murrny. Unobligated. 

Mr. Denton. That goes way beyond the figure. 

Mr. Murpuy. I think you might have gotten the first figure incor- 
rectly. The obligation figure was $26,383,390. 

Mr. Denton. That is obligated? 

Mr. Murpny. That is correct. 

Mr. Denron. How much did you have unexpended and unobligated ? 

Mr. Mureny. $6,190,000. 

Mr. Denron. That is unexpended ? 

Mr. Moureny. The unexpended and unobligated figure. 

In other words, roughly $32.5 million was appropriated. The obli- 
gations were about $26.4 million, and the unobligated was the differ- 
ence of $6.1 million. 

Mr. Denton. I do not quite understand. You had $22 million in 
round numbers obligated, but you spent $26 million and had $6 million 
wnobligated. They only had an appropriation last year of $27 million. 

Mr. Murpuy. I am giving the overall figures first. The appropria- 
tion was $32.5 million over all. 

Mr. Denton. I have here $27,827,000. 

Mr. Murpuy. That is the FOA portion. 

Mr. Gary. The figures he is giving you represent the entire amount. 

Mr. Denton. The $32.5 million ? 

Mr. Murreuy. That is right. They are comparable to the $35 million 
request. 

Mr. Denton. That is all right. 
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Mr. Gary. Shown on page 1. 

Mr. Denton. This is the overall budget ? 

Mr. Murpny. Yes. 

Mr. Denron. You have $6 million unexpended and unobligated 
as of April 30? : 

Mr. Murrny. That is right. That, of course, covers the require. 
ments for May and June. 

Mr. Hanp. It appear evident at the general rate of spending it wil! 
about do that. 

Mr. Mureny. It will just about cover us. In other words, I would 
expect an unobligated balance, if any, on this account, to be about 1 
percent of the amount available. 

Mr. Den'ron. That is all I have. 

Mr. Gary. Thank you, gentlemen. 


REVISED BUDGET FIGURE 


Mr. Mureny. Mr. Chairman, before we break up I have a very dis- 
mal announcement to make. While this hearing was in process I was 
called to the telephone and I was advised of the final Bureau of the 
Budget allowance for this item. I am sorry to relate that they have 
not seen fit to allow us the $35.2 million which we have in this docu- 
ment. Instead they have marked our figure at $33.5 million. This 
item has been under discussion but was not settled when we came up 
this morning, and I was just advised that Governor Stassen and Mr. 
Hughes finished a meeting and the allowance figure was $33.5 million. 
That means that when the appropriation language reaches you this 
afternoon or tomorrow for this item instead of having $35.2 million 
you will see it at only $33.5 million. 

Mr. Gary. That is determined by the Bureau of the Budget? 

Mr. Murriry. Yes, sir. 

Mr. Gary. Thank you, gentlemen. 

Mr. Mureuy. That makes much of our justification for increased 
personnel academic, needless to say. 

Mr. Gary. Thank you, gentlemen. 


WEDNESDAY, J UNE 29, 1955. 


UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE 
WITNESSES 


DAVID WAINHOUSE, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR INTERNATIONAL ORGANIZATION AFFAIRS 

MRS. VIRGINIA WESTFALL, OFFICE OF INTERNATIONAL ADMINIS- 
TRATION, DEPARTMENT OF STATE 

ALVIN ROSEMAN, DIRECTOR, OFFICE OF PUBLIC SERVICES, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Passman. The committee will come to order. 

The first item we will consider this morning is the “United Nations 
expanded program of technical assistance.” Request for fiscal year 
1956 is $24 million. 
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Mr. Wainhouse, do you have a statement you would like to make 
at this time ? 

Mr. Watnuouse. Yes, sir; I do, Mr. Chairman. 

Mr. PassMANn. We will be glad to hear from you, sir. 


GENERAL STATEMENT 


Mr. Watnnovse. We have a principal witness statement which I 
should like to offer for the record. Then I have some oral remarks. 

Mr. PassmMan. You may insert your statement in the record at this 
roint and you might make oral remarks briefly on the statement. 
' Mr. Wartnnovusre. Yes, sir. 

(The statement referred to is as follows:) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Pending before this committee is a request for appropriation of $24 million 
out of fiscal year 1956 funds as the United States contribution to the United 
Nations expanded program of technical assistance. This amount would provide 
$8.5 million as a United States contribution for the second half of calendar year 
1955 and $15.5 million as the United States contribution for the full calendar 
year 1956. 5 

PresiXent Eisenhower has made the following statements as an expression of 
the policy of this Government. As the 84th Congress opened, he declared in his 
message on the state of the Union: “We must facilitate the flow of capital and 
continue technical assistance both directly and through the United Nations.” 
In his later message on foreign economic policy, he said: 

“The United States has a vast store of practical and scientific know-how that 
is needed in the underdeveloped areas of the world. The United States has a 
responsibility to make it available. Its flow for peaceful purposes must remain 
unfettered. 

“United States participation in technical cooperation programs should be car- 
ried forward. These programs should be concerned with know-how rather than 
large funds * * *, I shall recommend that the Congress make available the 
funds required to support the multilateral technical cooperation programs of the 
United Nations. The bilateral programs of the United States should be pressed 
vigorously.” 

In his budget message for the fiscal year ending June 30, 1956, the President 
said: “In addition to these bilateral efforts, we have contributed to meeting the 
total cost of the United Nations technical assistance program, for which experts 
and financial contributions come from many nations. I am proposing new obli- 
gational authority to cover the total proposed contributions of the United States 
to this program for both calendar years 1955 and 1956.” 

The United Nations operates this program on a calendar year basis. In order 
to have funds available for the program, the United Nations each November 
holds a pledging conference at which governments contributing funds to the pro- 
gram are asked to announce their pledges for the following calendar year. The 
objective of the meeting is to determine how much money will be available for 
the full calendar year which follows, in order that program operations may be 
planned on a solid financial basis. This is a sound and businesslike procedure, 
particularly in view of the fact that field projects can neither be started nor 
stopped economically on short notice. 

At the beginning of the program, the Congress made funds available for the 
forthcoming calendar year, and the United States delegation was in a position to 
make a firm pledge for the full calendar year, since the necessary funds had 
already been appropriated. For calendar years 1953 and 1954, however, the 
United States was in the position of pledging subject to congressional approval, 
since funds which had been appropriated on a fiscal year basis were not sufficient 
to maintain the previous level of United States contribution for the respective 
calendar years. 

With regard to calendar year 1955, the Mutual Security Appropriation Act 
for 1955 included the stipulation “that no commitment for the calendar year 
1955 or thereafter shall be pledged on behalf of the United States until the Con- 
gress appropriates for said purpose.” In accordance with this stipulation no 
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pledge was made by the United States delegation at the United Nations Pledging 
Conference for calendar year 1955 which was held in New York on November 
26, 1954. In April 1955 the Congress in the Second Supplemental Appropriation 
Act, 1955, approved $6.5 million as a United States contribution to the United 
Nations technical assistance program for the period ending June 30, 1955 (Publi 
Law 24, 84th Cong., approved April 22, 1955). 

The fact that the level of United States support for calendar year 1955 is stil! 
unknown has made operations for this year extremely difficult and long-range 
planning almost impossible. To avoid a repetition of this situation, which pre. 
cludes intelligent advance planning, it is proposed that funds be appropriated at 
this time for all of calendar year 1956 as well as for the second half of calendar 
year 1955. This would make possible the practical benefits afforded by the fall 
pledging procedure and enable the United Nations technical assistance program 
to have a sound financial base for 1956. 

The $8.5 million proposed as a United States contribution for the second half 
of 1955 would bring the total United States contribution for the year to $15 
million or approximately 53.6 percent of total funds pledged for the year. Sixty- 
four other governments have pledged a total of approximately $13 million to the 
program for 1955, an average increase of about 15 percent over their pledges for 
1954. 

The amount of $15.5 million proposed as the United States contribution for 
calendar year 1956 would provide an increase of $500,000 over the level proposed 
for calendar year 1955. At the same time it is proposed that the United States 
percentage be reduced to 50 percent. If other governments also increase their 
pledges for 1956 as is anticipated, the program could be expanded in order to 
meet more adequately the requests of underdeveloped countries for technical 
assistance. 

It is proposed that funds appropriated for a United States contribution to the 
United Nations technical assistance program for calendar year 1956 would be 
pledged in November 1955. The total United States contribution would be 
recorded as an obligation by the United States during fiscal year 1956, although 
the actual disbursement of the funds to the United Nations would extend beyond 
the end of the United States fiscal year. It is expected, however, that on the 
basis of previous experience, disbursement to the United Nations of the entire 
United States contribution from fiscal year 1956 funds would be completed by 
the end of calendar year 1956. 

In addition to contributions to the central fund, recipient governments make 
substantial contributions to the local costs of projects. For 1954, these contribu- 
tions were estimated at $39.8 million, or 61 percent of the total cost of the 
program. When these contributions are taken into account, the United States 
percentage of the total cost of the program for 1954 was approximately 21 percent 

Technical assistance projects are very similar to other programs involving 
long lead time. A considerable period of time may elapse before patent results, 
which lend themselves to evaluation and measurement, can be observed. The 
United Nations technical assistance program has been in operation for 4 years, 
and it is now possible to report concrete achievements in increasing numbers 
throughout the world. Some of these concrete achievements are cited in the 
annex attached. (See p. 548.) 

The task is inherently a long-term one: to put skill in untrained hands, to grow 
more food for empty stomachs, to increase earning power to fill lean purses, to 
choke off the sources of debilitating diseases, to increase human knowledge and 
understanding, all requires time. The economic and social problems at the root 
of conditions in underdeveloped countries are old and resistant to change. It 
takes even more time in the less-developed countries than in the more advanced 
countries to train teachers, doctors, fishermen, farmers, foresters, civil servants, 
and technicians. This is true, despite the desire of governments and peoples to 
learn. 

Approximately 1,000 experts from 60 countries and territories are employed 
by the United Nations and specialized agencies and are in the field assisting un- 
derdeveloped countries to solve their most pressing economic problems. In 
addition, it is anticipated that approximately 1,500 followships will be awarded 
for training abroad, in connection with technical assistance projects. 

Our continued support of the United Nations program is important for several 
reasons: 

1. Technical assistance to underdeveloped areas is in our national interest. 
It was established by the 81st Congress as a major instrument of United States 
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ging foreign policy in June 1950 in the Act for International Development. It was 
mber reaffirmed by the 83d Congress in the Mutual Security Act of 1954. These acts 


ation authorized United States contributions to technical assistance programs carried 
nited out by the United Nations and the Organization of American States as one 
ublie means of carrying out the policy established in the act, “* * * to aid the efforts 
of the peoples of economically underdeveloped areas to develop their resources 
Still and improve their working and living conditions by encouraging the exchange 
‘ange of technical knowledge and skills * * *.’ Both the bilateral and multilateral 
pre- programs have the same objectives, and although they are different means, the 
ed at ultimate goal is the same. 
ndar 2. Our role of leadership in the United Nations will be seriously undermined 
> fall if we fail to continue our support of the United Nations technical assistance 


ram program. The program was undertaken at United States initiative and the 

United States has exerted a strong influence on the program since its inception. 
half Our willingness to make substantial financial contributions has been interpre- 
» $15 ted by other countries of the free world as evidence of our good faith in desiring 
ixty- to promote the economic development and well-being of underdeveloped coun- 
» the tries. It has consequently been an important factor in the cold war struggle in 


s for the United Nations. 
2. The U. S. S. R., after ridiculing the program for several years as an in- 


| for strument of “United States imperialism,” apparently decided in 1953 that it was 
osed losing a propaganda advantage because it did not support the program. It 
‘ates therefore offered 4 million rubles, equivalent to $1 million, to the United Nations 
heir program, but attached conditions which made its pledge unacceptable. These 
r to conditions were later removed, and in March 1954 the first U. S. S. R. contri- 
rical bution was accepted. The Soviets have since contributed a similar amount to 


the program for 1954 and have offered the same amount for 1955. Their satel- 
lites are likewise now contributing. Although plans have now been approved 
for the use of about $1.5 million of the Soviet bloc contributions, very little of 
these contributions has been spent to date. In the light of Soviet participation, 
it is particularly important that the United States should continue to support 
the program. 

~ Multilateral programs are less costly to the United States because other 


governments share a part of the cost. In addition, skilled experts are recruited 
from other countries, frequently in fields in which the United States may have 
a shortage. 

5. The multilateral technical assistance program contributes to tying to- 
gether and strengthening the free world through concrete, constructive, and fully 
cooperative activities. 

6. Multilateral technical assistance in some fields is sometimes more acceptable 
politically to underdeveloped countries than bilateral assistance. Since the ob- 
jective of the United Nations technical assistance program is to assist countries 
which are economically underdeveloped and therefore unable to pay the full 
cost of the assistance they need, it was necessary for so-called developed coun- 
tries to bear the largest share of the internationally financed portion of the cost 
of the program when it was first established in 1950. This is still true. How- 
ever, by 1954 conditions had changed to the extent that the United States could 
begin to reduce the percentage of its contribution in relation to those of other 
contributing governments. The financial situation of other developed countries 
participating in the program has improved in recent years and other governments 
have increased their pledges from $8 million in 1950-51 to approximately $13 
million for 1955. 

Coordination between United Nations and United States technical assistance 
programs has been successfully developed at both headquarters and in the field. 
Duplication of activity has virtually been eliminated. 7 

Field coordination continues to be the mainstay of the coordination process: 
(a) It is in the field that the recipient government’s responsibility for coordi- 
nation can be made effective; (b) in the field local knowledge is brought to bear 
on coordination problems; (c) in the field the coordination process can take 
place at early planning stages. 

There is close collaboration between the recipient country, United Nations 
mission, and the United States operations mission in each country both at the 
planning and operating stages of technical assistance projects. This coordina- 
tion has resulted in a good understanding of mutual problems resulting not only 
in virtual elimination of duplication but also in planning for effective use of all 

y resources. Coordination arrangements are flexible and adapted to local condi- 
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tions. Typical schemes involve a formal or informal committee structure con- 
sisting of representatives of the two programs and frequently including repre. 
sentatives of the recipient governments; common staff meetings held from time 
to time; and continuous interchange of information through exchange of papers 
and through personal relationships. 

In the countries in which the United Nations is furnishing the largest amount 
of aid, resident representatives have been appointed as coordinating officers, to 
insure contact with both the host government and the United States mission. 
Resident representatives do not have line authority over the technical activity 
being carried out by the various United Nations agencies; but their respon- 
sibilities for coordination and overall planning have improved relationships in 
countries where they have been designated. The small size of the United Nations 
program precludes the designation of resident representatives in all of the 
countries receiving technical assistance. 

Under terms of a General Assembly resolution approved November 26, 1954, 
the resident representative should have a more positive part in the development 
of the annual program within each of the host countries; and his relationship 
with the various United Nations participating agencies is considerably clarified. 
However, greater emphasis will be placed upon a comprehensive country economic 
development program in which bilateral and multilateral technical assistance 
will each provide appropriate technical help in accordance with the host country’s 
plans and in accordance with their respective competences. 

Headquarters coordination, between Washington and New York or other 
United Nations agency headquarters cities, involves (a) frequent ad hoe con- 
sultation visitation by officials and experts on the way to and from field assign- 
ments and (b) exchange of program papers and reports. 

Continued adequate support for this cooperative international enterprise is an 
important part of United States foreign policy. Appropriation of the amount 
requested, $24 million, as the United States contribution for the period July 1, 
1955, to December 31, 1956, will make possible the continuation of the United 
Nations technical assistance program at a level which will permit a more effec- 
tive meeting of the most pressing technical assistance needs of underdeveloped 
countries, 

Mr. Warnuovse. It is a privilege for me to appear before this sub- 
committee in support of the request of the executive branch for the 
appropriation of $24 aa for fiscal year 1956 as the United States 
contribution to the United Nations expanded program on technical 
assistance. 

The amount requested would provide $8,500,000 for the second half 
of this year, namely, July 1 through December 31, and $15,500,000 for 
the calendar year 1956, making a total of $24 million. 


BASIS OF REQUEST ON 18-MONTH PERIOD 


Mr. Passman. In other words, you are requesting sufficient funds 
to operate for a full 18 months this time ? 

Mr. Watnunouse. That is right, sir, in the expectation that we will 
return next year and simply ask for a 12-month appropriation, fiscal 
year United States, as against the calendar year of the United Nations, 
which is the basis on which the United Nations operates. 

Mr. Passman. I do not think that this committee would have the 
right by law to appropriate money which would extend beyond the end 
of fiscal 1956 when it is actually appropriated for 1 year. 

I do not think we can say we are appropriating for a calendar year 
when in reality appropriations are made on a fiscal year basis. 

However, we will discuss that later. 

Mr. Warnnovse. Just on this point, Mr. Passman, you might be 
interested to know that there are several precedents where the Con- 
gress has appropriated for a fiscal year money to be spent on the basis 
of a calendar year. 
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Mr. Passman. I know that is true; yes. 

Mr. Warnnouse. That is exactly what we are asking here. 

Mr. Chairman, may I point out to this committee what the President 
of the United States has said with respect to this program within the 
last 4 or 5 months ? 

Mr. Passman. We have heard it many times, but if you would like 
to point it out so we can hear it again it would be quite all right. 

Mr. Watnnuovse. I would like to point it out because it underscores 
the intetest of the President in this program. 

Mr. Passman. All right. 

Mr. Wainnovse. What I should like to point out to the subcom- 
mittee is that this is the President’s program. 

Mr. PassMAN. It is America’s program. I do not think it is any 
more the President’s program than it is my program if I believe in it. 

We would like to hear what you have to say about his program, how- 
ever. 

Mr. Warnuovse. In his message on the foreign economic policy the 
President said : 

United States participation in technical cooperation programs should be 
carried forward. These programs should be concerned with know-how rather 
than with large funds. I shall recommend that the Congress make available 
the funds required to support the multilateral technical assistance program of 
the United Nations. The bilateral programs of the United States should be 
pressed vigorously. 

Then again, in his budget message, the President said as follows, and 
this is significant : 

In addition to these bilateral efforts, we have contributed to meeting the total 
cost of the United Nations technical assistance program for which experts and 
financial contributions come from many nations. I am proposing new obligational 
authority to cover the total proposed contributions of the United States to this 
program for both calendar years 1955 and 1956. 


The underscored portion is the idea of an 18 months’ appropriation 
for this fiscal year. 

I should like to give this committee, Mr. Chairman, the basis for 
this request. The United Nations operates this voluntary program 
of multi-lateral assistance on a calendar-year basis. So does, I believe, 
- the entire United Nations system. 

Each November, the United Nations holds a pledging conference at 
which governments pledge the amounts they will contribute for the 
coming calendar year. 

This is necessary in order that those who run the program may know 
what the total resources are and can operate this program on a sound 
financial basis. 

The United States last November was not able to make such a pledge. 
It was not able to make such a pledge, Mr. Chairman, because the Con- 
gress, in the Mutual Security Appropriation Act for 1955, stipulated 
that no pledge be made where there has not been an appropriation. 

In other words, we were prohibited from making such a pledge 
because funds had not been appropriated. 

You can imagine what a situation of this sort has done to the people 
who administer this program. 

In February of last year my colleague appeared before this subcom- 
mittee, as you will recall, on this question of the supplemental, and in 





326 


the Second Supplemental Appropriations Act for 1955, $6.5 million 
was appropriated by the Congress. 

Although we have now been able to make a contribution for the first 
half of this calendar year in the amount of $6.5 million, the total con- 
tribution of the United States to this program for calendar year 195) 
is still unknown. 

Mr. Passman. Unknown? 

Mr. Warnuovuse. Unknown. It is not known. 

Mr. Passman. You mean it is not known ?/ 

Mr. Warnunovuse. That is right. 

Mr. Passman. Why ? 

Mr. Warnunovse. Until the Congress acts on this current legisla- 
tion, the United Nations Technical Assistance Board will not know 
how much money they can count on. 

Mr. Passman. I thought you had reference to the supplemental 
appropriation. 

Mr. Watnuovse. No. 

Mr. Passman. I thought you meant what we had done was not 
known. Certainly not. We will not know ourselves until this has 
been disposed of. I do not think the U. N. should be ahead of the 
Congress in trying to figure out these things. 

Mr. Warnuiovse. What I point out is that not knowing what your 

resources are makes field operations difficult, and long-range planning 
on a program that is as global as this program is v irtually impossible. 

Mr. Passman. It is quite global; is it not ? 

Mr. Warnuovse. It certainly i is, sir. 

I shall in due course, if you will permit me, offer for the record the 
widespread geographic character of this program. 

Mr. PassMaANn. We are familiar with it. We would like to have it 
verified, though. We would like to know the number of nations receiv- 
ing this aid because we will also ask for a list of those nations receiv- 
ing similar aid under about four other programs, including the Unite? 
States technical assistance program. 

Mr. Warnuouse. To avoid a repetition of this situation, sir, and in 
conformity with the President’s budget message, of which I read you 
an excerpt a few moments ago, We are requesting an appropriation _ 
for a United States contribution for the full calendar year of 1956 
as well as funds for the balance of this year. 

This would permit the United States representative to make a pledge 
at the pledging conference which will take place this coming November. 

If the Congress appropriates the funds for the 18-month period at 
this time, we will then expect to request funds on a 12-month basis for 
the fiscal year 1957 and thereafter. 

Mr. Chairman, may I offer for the record at this point the letter, 
dated March 29, 1955, of our United States representative to the United 
Nations, Ambassador Henry Cabot Lodge, Jr., which deals with this 
6-month lead I am speaking of ? 

Mr. Passman. Without objection the letter may be inserted at this 

oint. 

(The information referred to is as follows :) 





-~oO- 


Ld 


The representative of the United States of America to the United Nations. 


New York 16, N. Y., March 29, 1955. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate. 


DEAR Mr. CHAIRMAN; At the hearing before the committee on Monday morn- 
ing, I was asked whether I had any suggestions for a solution to the problem 
created by the fact that the United States Government operates on a fiscal-year 
basis, whereas the United Nations operates on a calendar-year basis. 

As I explained on Monday, the operations of United Nations technical assist- 
ance are under the general supervision of the Economic and Social Council. 
The United States representative in the Economic and Social Council at present 
is Mr. Preston Hotchkis. My connection with United Nations technical assist- 
ance is very general, due to the fact that I am supposed to coordinate the activ- 
ities of the United States representative in the Economie and Social Council. For 
this reason I had no ready answer. 

Since last Monday I have had a chance to consult the precedents in this matter 
and, in particular, to look into the methods used in handling appropriations for 
other voluntary programs which are not under the jurisdiction of my office. 

Upon looking into this matter further, I find that there is precedent which 
suggests a solution of this problem. 

I am informed that the appropriations for the technical-assistance program 
operated under the auspices of the Organization of American States are handled 
on a 6-month lead basis. By this I mean that, for example, an appropriation is 
made this year for fiscal year 1956 which the Organization of American States 
is authorized to expend during the entire calendar year 1956. 

I realize that Congress has a natural reluctance to appropriating money to be 
spent beyond the fiscal year. However, there does appear to be merit in fol- 
lowing this course with respect to a program such as the United Nations technical- 
assistance program, where the pledging conference is held and the bulk of the 
money is obligated during the fiscal year, although all of it is not actually spent 
until 6 months after the expiration of the fiscal year. I understand that this 
practice was followed in connection with the first few appropriations for the 
United Nations technical-assistance program. 

In order to put the appropriation for the United Nations technical-assistance 
program on this 6-month lead basis, it will, of course, be necessary to make an 
initial appropriation for an 18-month period. I believe that there is precedent for 
such an 18-month appropriation in the case of the United Nations Children’s 
Fund. 

The foregoing suggestions are, of course, based upon the assumption that one 
approves the technical-assistance program on its merits. If one does not believe 
in the program, then no form of appropriation is justified. 

With best wishes. 

Sincerely yours, 
Henry Casot Lopee, ZJr., 


AMOUNT OF UNITED STATES CONTRIBUTION 


Mr. Watnnovwse. I shall be as brief as I can, sir, and indicate that 
the United States contribution for the calendar year 1955, that is the 
amount of $15 million, is 53.6 percent of the total pledges to the central 
account. 

For the calendar year 1956 we are proposing, as I have indicated, 
$15.5 million as the United States contribution, with the United 
States percentage reduced to 50 percent. 

Although these amounts represent somewhat larger dollar contri- 
butions than the United States has previously made, we believe that 
the continued expansion of the program should be encouraged in line 
with the substantial increase in contributions which other governments 
have pledged. 

When local contributions, which are estimated at some $60 million 
for 1955, are taken into account, the total proposed United States 
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contribution for 1955, if the Congress grants what we are asking, wil! 
be approximately 17 percent of the total program. 

What I want to point out to you, sir, is this: 

There is this central account to which the nations pledge. 

Then there are in addition the local contributions which the recip- 
ient countries make. They supply materials, labor, office space, trans- 
portation, and so forth. 

Those things which are contributed by the recipient country amount 
to more than twice, approximately more than twice, the total central] 
account, 

In terms of our contribution to the central account it is about 17 
percent, as I have stated. 

Mr. Passman. Of course, they make the contribution. You speak 
of the contribution made within the country. 

They are making it for their own benefit, are they not? 

Mr. Warnuovse. Indeed they are, and the point I should like to 
add, Mr. Passman, is that they are learning to give to help themselves. 
It is not simply a program where we, the United States Government, 
do everything and they do nothing to help themselves. 

By making these contributions they are helping themselves, 
naturally. 

Mr. Passman. Yes. 


SOVIET PARTICIPATION IN PROGRAM 


Mr. Warnuovse. One point I think will interest the committee is 
this matter of Soviet participation in the program. It is a matter to 


which we give continuing and close attention, and I should like to give 
the committee, Mr. Chairman, the following information. 

In the early years of the United Nations technical assistance pro- 
gram, the Soviets vilified this program as an instrument of American 
imperialism. 

However, in 1953, very suddenly and without any notice, they made 
their first offer of 4 million rubles, which is roughly equivalent to $1 
million. 

They attached a condition to this offer which the technical assistance 
people did not accept. The condition was that this money be used only 
by the United Nations Technical Assistance Administration and not 
by any of the specialiaed agencies. 

That was contrary to the rules of the program and the technical 
assistance board could not accept any such condition. 

In 1954 they removed the condition and made an additional pledge 
of 4 million rubles, again amounting to about $1 million, and they 
have made a similar pledge for 1955. 

The contributions of the Soviet Union amount now to about $3 
million. 

Along with the contributions made by the Ukraine and Byelorussia, 
the total ruble contribution is roughly $314 million. ; 

Mr. Passman. Is it not true that you have not spent one dime of the 
contribution made by Soviet Russia ? 

Mr. Warnuovse. I will check on that. 

(The following information was supplied later :) 


As of March 31, 1955, $1,294 worth of rubles had been spent. 





Mr. PassmMaNn. Is not the account in escrow and are there not certain 
conditions to be met with respect to the technicians you would employ 
to be sent to India? 

We heard a request for supplemental appropriations a few weeks 
ago, and not one dime of that money had been spent in the program on 
account of the strings attached to it. 

Mr. Warnnouse. No. At that time, sir, several months ago, the 
United Nations programing people had projected a program but none 
of the money at that time had been spent, that is, in February 1955, 
when you heard the supplemental request. 

This ruble account is growing and is frankly creating some em- 
barrassment. ‘There are not many takers for this technical assistance 
account. 

Mr. Passman. I wish you would have a look at the record, because 
this committee is under the impression, at least I am, that under the 
conditions that this pledge was made, it could not be accepted. There 
were certain strings tied to it and it was for propaganda purposes 
alone. 

Mr. Warnunouse. Sir, those conditions now have been removed by 
the Soviet Union. 

Mr. Passman. Will you please tell us to what extent you are in a 
position now to accept their pledge, with no strings whatever tied to 
it ? 

Mr. Watnnovuse. There are no strings tied to the Soviet contribu- 
tion. 

Mr. Passman. As of what date did they withdraw those strings? 

Mr. Wainnovuse. March of 1954, sir. 

Mr. Passman. We had hearings since then and they still had strings. 

Mr. Narcuer. With reference to your question, Mr. Chairman, the 
hearing you are referring to was in February of this year. 

Mr. PassMan. 1955. 

Mr. Narcuer. If you will permit me, Mr. Chairman, I would like 
toread Mr. Phillips’ answer to your question. 

Mr. Passman. Yes. 

Mr. Natcuer. This answer was given by Mr. Phillips. 

I asked him a question concerning this matter and here is his answer : 

We have a rough estimate which is a working estimate only and which may not 
be final. Approximately $1 million in Soviet rubles has been programed for 1955. 

About 92 percent would be used for the purchase of Soviet supplies or equip- 
ment of 4 experts to India at an average of 9 months each in India and the sending 
of 1 expert from India to the Soviet Union for technical training for a period of 
5 months. Pardon me. That is incorrect. The sending of 10 Indian nationals to 
Soviet Union for a period of 1 month each for technical training. 

So, Mr. Chairman, in February of this year, 1955, their total amount 
was earmarked and stipulated as to how it was to be spent. 

Mr. Passman. And with those strings attached to it, it was my 
understanding they had not elected to use the Soviet contribution. 

Mr. Warnuovse. What has just been read, sir, are the projects 
which the Technical Assistance Board has approved, which would 
use about $114 million worth of the Soviet contribution. 

I have here, sir, a list of the projects utilizing Soviet rubles as of 
May 1,1955. Ishould like to submit that for the record, sir. 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 
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Mr. Passman. Mr. Natcher asked this question on February »4, 
1955, when the witness appeared before this committee for supple- 
mental appropriations for the United Nations technical program : 

Then in reality Russia-has earmarked every penny of the fund contributed 
for the year 1955. 

Mr. Puituies. The Technical Assistance Board has earmarked that money 
if I may speak off the record. 

(Discussion held off the record.) 

Mr. Chairman, back on the record. What percentage of the total funds con- 
tributed last year for this particular program came from the United States’ 

Off the record. 

( Discussion held off the record.) 

Mr. PassmMan. You may proceed, sir. 


EMPLOYMENT OF EXPERTS 


Mr. Warnuovuse. Under the rules of the United Nations technical 
assistance program, each expert must be approved by the country to 
which he is assigned. Each government has the opportunity to decide 
whether or not to accept an expert nominated by the United Nations 
or one of the agencies on the grounds of technical competence, nation- 
ality, or other considerations. 

Similarly, in the case of fellowship awards, the recipient countries 
must consent to the countries in which the fellows will be placed. 

The experts which are employed in the program are compensated, 
and this is important, Mr. Chairman, in the currency of their nation- 
ality or place of residence, except for a portion of the salary or allow- 
ance which are paid in the currency of the country where the experts 
are serving. 

Thus an American expert receives his basic salary in dollars, a 
Mexican expert receives his basic salary in pesos, and a “Russian expert 
receives his basic salary in rubles, et cetera. 

The ruble contribution may be converted to other currencies for 
the purpose of defraying travel costs, allowances, and other incidental 
expenses of the experts. 

Otherwise the ruble contribution may not be converted to the other 
countries’ currencies. 

I should like to state, sir, that not one single dollar from the United 
States contribution would be paid to Soviet experts. 

Mr. Chairman, when this committee last examined this program 
on February 24, a number of tables and charts were submitted to the 
committee and included in the record of the hearing. 

I have here a series of tables and charts presenting the same in- 
formation brought up to date. 

Mr. Passman. Do you have copies of them for the members? 

Mr. Warnnovse. Yes, sir; it may be included in the record if you 
desire. 

Mr. Passman. We will check it to see what part should go in the 
record. 

(The pertinent information for the record may be found on 
p. 547.) 

Mr. Passman. Mr. Wainhouse, have you compieted your general 
statement, sir / 

Mr. Watnuovse. I have another sentence or two, sir. 
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Mr. PassMan. Very well, sir. 

Mr. Watnnouse. | would like to state that the continued adequate 
support for this cooperative international enterprise is an important 
part of the United States’ foreign policy. 

Appropriation of the amount requested, namely $24 million, as the 
United States contribution for the period from July 1, 1955 to De- 
cember 31, 1956, will make possible the continuation of this program 
at a level which’ will permit a more effective meeting of the most press- 
ing technical assistance needs of the underdeveloped areas. 

Mr. Passman. Thank you, Mr. Wainhouse. 


QUESTION OF DUPLICATION OF TECHNICAL ASSISTANCE PROGRAMS 


Are you familiar with the several other programs similar to the 
United Nations expanded technical assistance program ? 

Do we not have a United States technical assistance program / 

Mr. Watnuouse. Yes, sir; we do. I am generally familiar with it. 
Are you referring, sir, to the bilateral program ¢ 

Mr. Passman. Yes. 

Mr. Warnnovse. I am, sir, familiar with it in a general way. 

Mr. PassMan. And several others. Would it be necessary for you to 
be familiar with the program inasmuch as it is to accomplish the same 
type of work and in many instances in the same nations on the same 
projects ? 

Mr. Warnnovse. Yes, in a general way, sir. My responsibilities are 
very far flung and I cannot be an expert on any of these matters, of 
which there are a great many. 

Mr. Passman. I know that is true. In your opinion are there any 
duplications in this program ? 

Mr. Watnuovuse. Mr. Chairman, I am glad you asked that question, 
because it has been a matter of constant concern to us to watch this 
program in a way so as to eliminate any and all duplication. 

Mr, PassMAN. Has that been accomplished, sir 

Mr. Wartnuovse. I think that has been accomplished to the best of 
my knowledge, sir. 

We would like to submit some information on that if you are pre- 
pared to receive it. 

Mr. Passman. I believe that as recently as February it was estab- 
lished there were duplications there and they were doing everything 
in their power to eliminate them, but they had not been eliminated at 
that time. 

Mr. Watnuovse. We have sent instructions to our United States 
officials in the field, and we have requested the Technical Assistance 
Board of the United Nations to send instructions to their people in 
the field, and that has been done, sir. 

I should like to introduce for the record the character of the in- 
structions which were sent out, all with a view to calling upon these 
people for closer coordination and cooperation, and with a view to 
eliminating any possible duplication. 

Quite often ‘duplication is more apparent than real. It is really a 
supplementation of the program which looks very much, like duplica- 
tion until you go into an analytical examination. 





I might, for example, cite you an illustration where one man is a 
forester. He is engaged in the conservation aspect, under the bilateral] 
program. 

Another man is a forester working on the multilateral technica] 


assistance program concerned with the industrial use of forest 
products. 


Here are two foresters. On first appearance it looks as though 
there is duplication. 

Mr. Passman. Are they just working on different sides of the 
forest ? 

Mr. Watnuouse. They might work on different sides and work in 
different elements. It is like one doctor who is an allergist and an- 
other doctor who is an internal medicine specialist. 

Mr. Passman. One treating the trunks of the tree and the other the 
roots ? 

Mr. Warnuovse. Very much like that, sir. 

Mr. Passman. Let me look at the statement you wanted inserted in 
the record. 

Mr. Warnnovuse. These are the papers, sir. 


PLEDGES TO CENTRAL FUND 


Mr. Passman. May we have a table showing contributions by all 
countries by amounts and percentages, by fiscal year or calendar year 
1956 and 1955? 

Mr. WatnuHovuse. Yes, sir. 

(The information requested is as follows :) 


United Nations expanded program of technical assistance—Pledges and proposed 
contributions to central fund, (Pledges for 1956 will not be made until Nov. 
1955) 


Calendar year 1954 Calendar year 1955 


Country a rc fats; 7 -. ae - 2 


Amount Percent Amount Percent 


| 
Afghanistan __- ; i $10, 000 | 0.04 | $10, 000 | 
Argentina_. ‘ : 300, 000 | 1.18 | 300, 000 | 
Australia __- 400, 000 1. 58 500, 000 | 
Austria . : ‘ 19, 231 08 38, 462 | 
Belgium... _. ok 337, 500 | 1, 33 337, 500 | 
Bolivia 7, 895 .03 7, 895 | 
Brazil. 5A0, 541 | 2.13 486, 486 | 
Burma ‘“ : eels 12, 000 05 18, 000 | 
Byelorussian 8S. 8. R- 50, 000 . 20 50, 000 | 
Cambodia 2,009 
Canada... i ; 000 5. 92 . 500, 000 
Ceylon ; 5 7 ; 5, 000 . 06 000 
Chile - 58, 909 . 23 , 000 
China 5, 000 06 15, 000 
Colombia ; 000 55 , 000 
Costa Rica ‘ 3, 000 . 02 , 000 
Cuba a ‘ ‘ aoe 
Czechoslovakia. _._- 49, 444 ’ 59, 444 | 
Denmark : 34, 342 .71 550, 166 
Dominican Republic , 000 04 000 
Ecuador 3, 400 .03 000 
Egypt J j , 157 so 517 
E] Salvador 3, 000 . 02 , 000 
Ethiopia 000 08 000 
Federal Republic of Germany------ se . , 810 .59 8, 810 
Finland : , 000 04 5, 000 
France i re , 207, 500 | . 76 ; 57 
Greece + 5, 000 .02 5, 000 
Guatemala : , 500 | .03 500 
Haiti ‘ . 2, 000 .05 2.000 
Honduras. .- * ee ya 8, 000 .03 8, 000 
Iceland i : 806 01 2, 806 
India Sais d Soe 300, 000 | BB 400, 000 
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United Nations erpanded program of technical assistance—Pledges to central fund— 











Continued 
| Calendar year 1954 Calendar year 1955 
Country |——_______—__ ——,— : - -— 
1 
Amount Percent | Amount Perce:t 

emai | 
AAO s danas anennst dewetenee oactaiein oils a $65, 790 | 26 $65, 790 . 24 
RR! Je eae ee eee kaso Las 50, 000 | . 20 50, 000 .18 
OR... .ccrnadeabagbinadtiodnnccoteunseyscesoesans | 13, 953 . 06 14, 002 . 05 
Ireland Pls Meee Ng Sas Bias Fee ae 14,001 | .07 14, 002 | 05 
WOO). ic gene teine stn skdwekiswnese suns meena 50, 000 1) 27, 778 10 
TAINS. anc bcdeekeemneemss RE 96, 000 | .38 200, 000 72 
os dh ile de ieded nada scnnapcebsicds 80, 000 | .32 
ON a ae Se ee | 2, 815 Ol Satie 
ROtOR, 6. otek bon occceseesd $I8F LP SIS | 3, 000 | 01 | 3, 000 Ol 
LOGE: cc cnsaescbadedcondadaedibadbecwd ants 2, 857 .O1 1, 429 .O1 
a eared es aie 6, 846 .03 6, 846 02 
Ee ret Dash bamenaicicdaabdebenbedamec | 15, 000 . 06 15, 000 05 
TNR Bas bea ae aS 3, 600 | 01 4. 000 01 
VG kik bb ks mide chadedewestesaecat = 
LOI hid cans vbr by itcatnerddine aptoes --| 2, 500 01 2, 500 Ol 
GE <2. a atedns adaienaauanendids cece an 34, 682 | .14 24, 000 .09 
We Sis tie tis ig cts staal 1, 429 O28 |... 
NOGIIRode d cuciiieankbaencaas os ee 600, 000 2.37 660, 000 2. 36 
New Zealand_...........- ale 125, 593 . 50 
I a dads cudeudonbiscnndndeedadavdace 5, 000 | 2 hs 
Pe citinulnctabhaantbuanibucncareawene a 97, 998 .39 400, 000 1.43 
I le ie en ee dS.  t. oticenmumaben 166, 213 . 65 166, 213 60 
PE ticks ans Ceci ndeeimgeaeie aS 3, 000 01 
Paraguay eee eee ; 8, 000 . 03 8, 000 . 03 
FOC cs npnbinmensdsnadinewendes ik shonin sheesh 12, 000 . 05 
PIE ire trees fag ita teres oa 55, 000 | . 22 . 20 
Rr  eainaeia | 75, 000 .29 .27 
Saudi Arabia Seabird co nncies sae ios 15, 000 | 06 05 
CS he hea os tabhuaddsdodesns sdcadibcade 483, 279 1.91 2. 07 
UE iid nin ohbtihe Baie ncceeioleetnnlienntitiminn ‘ 233, 372 | 92 84 
Syria Seiten ee ae dune eo | 11, 410 . 04 | 4 
GN a 1 ase 40, 000 | .16 14 
Turkey a aa — a2 201, 495 .79 42 
I a 125, 000 .49 .44 
Pi, MN Si 1, 820, 218 7. 18 2, : 8. 02 
United States............- Ail cacebabeaae ce eee 54.70 | 115,000, 000 53.71 
We Be tds B aiceate ccicatd aden dna wb oe 1, 000, 000 | 3. 94 1, 000, 000 | 3. 58 
Uruguay. nia ai lp EL TR + aati a ea 75, 000 .29 100, 000 .35 
Mi ft  , SRR ae eee ees wee fee ee 2, 600 | .01 2, 000 .O1 
VOTIOCOI id oss wcsoue oe ras Bee Nd 45, 000 18 150, 000 . 54 
VGC ig oe ccc ne oeecas So zis) 7, 500 | . 03 
pC” Va ae ee ee «cin aca 2, 100 | eR ee ae aad é 
bi aR RES RRS pee Ea Sac 82, 500 .32 82, 500 30 

TOR Si i at copies agate 25, 342, 462 | 100. 00 27, 928, 885 | 100. 00 


1 Total proposed contribution. $6.5 million contributed from funds appropriated in Second piel mental 
Appropriation Act, 1955; $8.5 million proposed contribution from fiscal year 1956 funds. 


Mr. PassmMAn. Your request for fiscal 1956 is $24 million against 
$16,457,621 for fiscal 1955. 

Have the other nations increased their contributions in proportion 
to the request of the United States? 

Mr. Watnuouse. Some of them have. 

Mr. Passman. How many out of the total number contributing? 

Mr. Warnuovuse. Twenty-four of the countries have increased for 
L955, 

You will see the government contributions here dating back to 1950. 
It gives you the w hole stor y—1950, 1951, 1952, 1953, 1954, pledges for 
1955 and what the payment has been. 

[ should like that to go into the record, sir. 

Mr. Passman. We have that here. 
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INCREASE IN UNITED STATES CONTRIBUTION 


Mr. Passman. This is one of those growing programs, is it not! 
Tn 1955 a request for $16 million plus was made; i in 1956, you request 
$24 million. It is really stepping up. 

Mr. Warnuovse. If you break down the 1956 amount, $24 million, 
you will see $814 million of that is for the last half of this calendar year 
and that only $1514 million is for 1956. 

Mr. Passman. You did not apply that same rule in prior years, did 
you ¢ 

Mr. Warnunovuse. Calendar year indicates $12 million. Then you see 
there is a rise of a little over $1 million for 1954 and a rise of $1,100,000 
for 1955, and for 1956 there is a rise of only $500,000. 

While we have been going up slightly in our contributions, our per- 
centage has been going down because, as the other countries have re- 
covered, they have been making greater and greater contributions. 

I think, sir, the chart you Sete: before you illustrates that very 
clearly. 

Mr. Passman. Mr. Wainhouse, so we can go back to a period where 
we can follow this, let us take fiscal year 1953, $8,171,333. What period 
did that appropriation actually cover? 

Mr. Watnunovse. That covered roughly two-thirds of calendar year 
1953. 

Mr. Passman. According to this we can construe it as meaning that 
Congress intended for it to cover the full calendar year 1953. 

Are these funds being allocated as Congress intended them to be 
when we made the appropriation ? 

Mr. Warnnovse. You will remember that an opinion was requested 
of the Comptroller General as to the intent of Congress on the use of 
this money, and we have put into the record on previous occasions 
those letters with the opinion of the Comptroller General. 

Mr. Passman. Thank you, Mr. Wainhouse. 

Mrs. Westfall, did you have a brief statement you would like to 
make at this time / 

Mrs. Westratu. No, sir. I am here in support of Mr. Wainhouse, 
sir. 

Mr. Passman. Off the record. 

( Discussion held off the record. ) 

Mr. Passman. Mr. Fernandez, we are on the $24 million item for 
the United Nations expanded program of technical assistance for 1956. 


SOVIET CONTRIBUTION 


Mr. Fernanpez. Mr. Wainhouse, you said a while ago something 
to the effect that there was a $3,350,000 total and so much had been 
accumulating that it was causing embarrassment. 

I understood something about there being no takers, but I did not 
understand what you meant. 

Mr. Wainnovse. I did not mean to convey the fact there were no 
takers. I meant that takers are hard to come by. 

Mr. Fernanvez. What do you mean by “takers” ? 

Mr. Watnuovuse. Those are people who might make requests for 
the use of, let us say, Soviet equipment for demonstration purposes, 
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or people who might make , for sending technical assistance 
fellows to be trained. That has been very slow. 

Mr. Fernanpez. You mean requests by individuals or by nations / 

Mr. WarnHouse. By nations. 

Mr. FernanpeEz. Suppose India makes a request ? 

Mr. Wainnovuse. India, sir, has been one of those which has made a 
request, and the Indian program is set forth in what is before you 
under tab No. 8. 

If you will look you will see that as of May 1, 1955, India 

Mr. Fernanpez. Then just what did you mean that takers were 
hard to come by ? 

Mr. Wainuouse. Not many people want to make use of what the 
Soviet Union has to offer. 

Mr. Fernanpvez. Is that the reason it has accumulated ¢ 

Mr. WartnunouseE. Yes, sir. 

Mr. Fernanpez. And the only reason ? 

Mr. Warnnovse. That isthe principal reason, sir. 

Mr. Fernanpez. In this book which you handed to us, under tab 
8, Soviet participation, you have this paragraph: 

Out of the $3,350,000 which is so far available in rubles, the Technical Assist- 
ance Board has approved for implementation in 1955 a total of $1,636,240 in ruble 
projects. Of this amount $1,134,000 is for projects to be carried out by the U. N. 
technical assistance administration and $502,240 to be carried out by the 
food and agricultural organization. Approximately $1,500,000 or 91 percent 


of the total will be used for Soviet supplies or equipment. No equipment has 
yet been delivered. 





Is that provision that 91 percent be used for the purchase of Soviet 
supplies made at the request of the Soviet Union, or who made it? 


EARMARKING OF CONTRIBUTIONS TO THE CENTRAL FUND 


Mr. Watnuovuse. The program was developed in the case, let us 
say, of India, between the United Nations representative in India of 
this technical assistance program, the representative of the specialized 
agency within whose jurdisdiction the particular request for the pro- 
gram falls and the representative of the Indian Government. ‘The 
program is developed in collaboration with the United States opera- 
tions mission. 

Mr. Frernanpez. Is that usually the way all funds are handled for 
the various countries ? 

Mr. Warnuovse. There is a set procedure for developing the pro- 
grams. 

Mr. Fernanpez. That falls into this pattern ? 

Mr. Warnuovse. That falls into this pattern, yes, generally speak- 
ing. 

Mr. Frernanpez. The contribution made by the United States fol- 
lowing that same pattern could be earmarked for purchases from the 
United States ? 

Mr. Watnuovse. The United States cannot earmark what this 
money shall be used for except to specify that it shall be used for the 
inain purposes of the program. 

Mr. Fernanpez. Who can earmark for that purpose ? 
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Mr. Watnuovse. The Technical Assistance Board which includes 
three United States representatives among the others who actually 
administer and supervise the program. 

Mr. Frernanpez. This may be repetitious, but do they usually ear- 
mark funds in the manner for other countries ? 

Mr. Warnuouse. They earmark the funds after the program has 
been approved. 

Mr. Fernanpez. In that manner ? 

Mr. Warnuouse. Yes. The program has to be paid for and they 
allocate the funds. That is earmarking the funds in that sense for 
the program. 

Mr. Frernanpez. So this provision made by the Board and that 
method of procedure is not unusual, then ¢ 

Mr. Warnnouse. Not unusual; no, sir. 

Mr. Fernanpez. That is all, Mr. Chairman. 

Mr. Passman. Mr. Natcher? 


NUMBER OF NATIONS PARTICIPATING 


Mr. Narcuer. I believe in the year 1954 there were some 74 con- 
tributing nations and in the year 1955 there will be 61. Is that correct! 

Mr. Warnuovse. If you will look at chart No. 3 the number at pres- 
ent totals 65. 

Mr. Narcuer. For the calendar year 1955? 

Mr. Wainuouse. That is right, sir. 

Mr. Narcuer. There are 65 contributing nations for the calendar 
year 1955. Is that correct ? 

Mr. Warnuouse. Yes, sir. 


NUMBER AND TYPE OF EMPLOYEES 


Mr. Narcuer. How many employees do you have in this program / 

Mr. Warnuovse. If you will turn, sir, to tab 9 you will see there set 
forth a chart showing the nationality of experts employed as of March 
31,1955. The total number of experts 

Mr. Natcuer. How about the total number of employees? 

Mr. Watnuovse. The total experts are 1,019, and total staff is 1,690. 

Mr. Natcuer. Out of the total staff, what percentage of these peo- 
ple are residents of the United States and citizens of the United States?! 

Mr. Warnuovse. United States nationals out of this total staff, sir, 
number 16.15 percent. Perhaps the Congressman would like to hear 
from me as to our efforts in trying to increase that number and what 
the difficulties are ? 

Mr. Natcuer. Yes, after this question. 


PLEDGE OF UNITED KINGDOM 


I believe that the United Kingdom for the calendar year of 1955 
has pledged $2,240,000. Is that correct ? 

Mr. Warnnovse. Yes, sir. 

Mr. Natcuer. And the United Kingdom has 17.57 percent of the 
total number of experts for this program. Is that correct ? 

Mr. Wartnuovuse. That is correct, sir. 

Mr. Natrcuer. Making the total 179 ? 
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Mr. Warnnouse. Yes, sir. 

Mr. Natrcuer. What is the percentage of the total contributed by 
the United Kingdom? What is that percentage ? : 

Mr. WarnuHovuse. We will have to supply that, sir. 

(The information requested is as follows :) 


For calendar year 1954, the United Kingdom contribution was 7.18 percent 
of the total pledged to the central fund by all governments. 


EMPLOYMENT OF UNITED STATES EXPERTS 


Mr. Narcuer. At this point I would like to hear your answer with 
regard to the experts and what you are doing insofar as the United 
States is concerned and these employees. 

Mr. Warnuovuse. The United Nations technical assistance people 
are pleading with us to supply them with candidates for these various 
jobs. 

It happens that the market for technicians is really a very tight one 
in this country. In your day and my day, when we went to college, 
the representatives of various industries would come to the colleges 
and seek to entice the top people in the senior class to go into one 
industry or another. 

Now they dip into the junior class and even have dipped into the 
sophomore classes for technicians. 

The second reason, sir, is that it is not a very happy situation for 
Americans who are used to a high standard of living to go to these 
underdeveloped countries and carry on there. There is not very much 
enticement for them. 

The third reason, and I am not giving you all the reasons but the 
principal ones, is simply that these jobs do not have any tenure. A 
technician may be needed for 6 months, for a year, or may be needed 
for 2 years, and that is the end of it. 

Another reason which I should like to state, and on which there 
has been considerable improvement, is the loyalty question. 

It takes a certain number of months under any circumstances to 
clear a person before the United Nations can hire him. Quite often 
they need an expert in a hurry, or need him by a specific time and 
they cannot wait for the length of time it takes to clear an expert. 

While this situation has been very much improved, I venture to 
suggest to you, sir, this is still a factor. 

I also would like to say this: We are making in the State Depart- 
ment every possible effort to assist the placement of American 
nationals in international agencies, but it is not easy. 

We have a committee of the various personnel offices in the Federal 
Government and they are conscious of the need for supplying more 
Americans for this program, 


SOVIET CONTRIBUTION 


Mr. Narcuer. A question was asked a few moments ago with re- 
gard to the Technical Assistance Board earmarking Russian funds. 

Mr. Watnnotse. Yes, sir. 

Mr. Natcuer. The testimony we had in February concerning this 
matter has been read into the record. 
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I notice here a statement concerning March of 1954 under you 
prepared brochure, tab 8, Soviet participation. 

Technically, I know in my own mind that both statements are 
correct. 

To clear up the record what is the conflict here ? 

Mr. Warnuovse. I can say only this, sir, to you: In 1953, when the 
Soviet Union made a contribution, it stated how it wanted that money 
used. 

The technical assistance people who administer this money under 
their rules could not take a grant of money with those conditions, and 
in March of 1954 the Russians removed the conditions. 

It may be we are talking about different things, sir. I don’t know, 

Mrs. Westraut. The original condition which was removed in 
March of 1954 was that their contribution was offered only to the 
United Nations Technical Assistance Administration, rather than for 
the use of all of the participating agencies. 

That condition was removed in March of 1954. 

The contribution was still basically nonconvertible, however. This 
meant that it could be used only for Soviet experts or for students 
being trained in the Soviet Union, or for Soviet equipment, so that the 
statement made here and the previous statement in the record are not 
inconsistent. 

Mr. Passman. Was this statement still in effect, the one you just 
stated ¢ 

Mrs. WestFaLu. Yes. 

Mr. Passman. Strings are still tied, then ? 

Mrs. WestraLu. Excuse me, sir. The original strings which were 
tied, which were the reason that the Technical Assistance Board could 
not accept the contribution, those strings were removed. 

This basic problem of nonconvertibility still exists. There are a 
fair number of other contributions which are nonconvertible. 

Mr. Fernanpez. Then that was at the request of the Russian Gov- 
ernment, nonconvertibility was at the request of the Russian Goyv- 
ernment ? 

Mr. Wainnovuse. No. The nonconvertibility is a fact that you can- 
not today take a ruble and go to the bank and do anything with it. 

Mr. Fernanpez. I understand that. 

Mr. Warnuovse. You use Russian rubles only in Russia. 

Mr..Passman. Do we make our contribution on that same basis ? 

Mr. Wartnuovuse. Ours is a hard currency, sir. It is the best cur- 
rency in the world and it is negotiable anywhere. 

But, as I said in my testimony, not one single American dollar—— 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 

Mr. Passman. Please continue, Mr. Natcher. 


QUESTION OF DUPLICATION IN TECHNICAL ASSISTANCE PROGRAMS 


Mr. Natcuer. Are there any duplications in this program with our 
technical assistance program ? 

I ask that question for this reason: Within the past few months I 
have talked to a gentleman who has been connected with a similar pro- 
gram. He tells me in some countries, especially the Latin American 
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countries and in South America, there has been some duplication which 
has been discovered, especially in the field of agriculture. 

Do you run into that anywhere / 

Mr. WatnuHovuse. Wherever anything of that character has been 
pointed out to us we have followed through. 

What quite often looks like a duplication is really nothing but a 
supplementation. 

As I indicated to the chairman, there may be two foresters working, 
one on the conservation side and another on the industrial side. Two 
foresters look like duplication but they are really doing different 
things. 

Mr. Narcuer. That is all. 

Mr. Passman. In other words, doing different work in the same 
forest ¢ 

Mr. WarnuHovuse. That is right. 


SOVIET CONTRIBUTION 


Mr. Fernanvez. I started to ask you what you meant by saying the 
accumulation of rubles was getting to be a source of embarrassment, 
if that is what you said. 

Mr. Warnuovse. What did I mean by that? 

Mr. Fernanpez. Yes. 

Mr. WatnnouseE. Well, a source of embarrassment in that techni- 
cal assistance board which has charge of administering this program 
is finding difficulty in getting countries to use Soviet equipment and 
to send students to the Soviet to study. 

Mr. Passman. Mr. Taber? 


OBLIGATIONS 


Mr. Taper. Let me see if I can get some information on this pro- 
gram. What are the present obligations of the United Nations tech- 
nical assistance program ? 

Mr. Warnnouse. As of May 31, 1955, sir, the obligations were $14- 
472.500. 

Mr. Taser. What was the excess ? 

Mr. Warnnovse. Sir, may I suggest that you turn to table IT, which 
isasummary of the financial situation ? 

Mr. Taper. That indicates unobligated balance at the end of the 
year 1954 of $7,806,901. 

Mr. Watnnovse. Yes, sir. Then the next page has the up-to-date 
figure. 

Mr. Taper. There you have a carryover from January 1, 1955, of 
that amount, contributions in which there will be delay in utilization. 
I don’t know what you mean by that. 

Mr. Warnuovuse. That is the delay in the use of rubles. 


FINANCIAL SUMMARY 


Mr. Taner. I would like to have that table, the first and second 
pages, in the record if I may. 
(The information requested is as follows :) 
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Unrtrep Nations ExpPpaANDED PROGRAM OF TECHNICAL ASSISTANCE 


Summary of financial situation 


1950-51 1952 


Unobligated funds beginning of year Bae hd _| $10,499,919 | $6, 277,022 


Pledges for year: 
Other governments__-__ - da ‘ $8, 028, 078 7, 397, 232 | 9, 638, 488 
United States . . 2,007,500 | 11, 400, 2, 767, 145 


Total pledges. - > bémnersecetee tie 20, 035, 578 | » 197, 235 22, 405, 633 | 
Unecollected..-.-- ‘ ads . | 99, 408 | 52, 242, 908 | 


Pledges paid i — 3 9, 936,170 8, 745, 232 | 22, 162, 725 


Obligations for year = =o 3,436,251 | 22, 968, 128 22. 810, 422 


Reserve and working capital fund--_- 3,000, 000 |_- _— 
Unobligated balance end of year-. 4 | 10,499,919 | }, 277, 022 | way 629, 325 
| | 


Unobligated funds and collections_. adunencl 9,936,170 | 20,245,151 | : | 439, 747 cE 


Unrrep NATIONS EXPANDED TECHNICAL ASSISTANCE PROGRAM 
Estimated financial situation, calendar year 1955 


Carryover Jan. 1, 1955 Peco : $7, 806, 901 
Deduct contributions on hand in which there will i 
utilization os a ec ae 2, 175, 000 


Utilizable cash on hand Jan. 1 f 5, 681, 901 
Add: 
1955 pledges from other governments____ 100, 000 
Deduct contributions in which delay in mee 175, 000 
Total pledges from other governments estimated 
as utilizable in 1955___--- ; ? cate -~ 11, 825, 00 
United States contribution, 1st 6 months_______- : : uwenw 6, 000, 00 


et as oe ee ee! . te 23. 956, 90 
Proposed U nited States contribution, July 1 Dec. 3 ‘ o. 8, 500, 00 


’ 


Total estimated resources____- : ’ 32, 456, 901 


Estimated obligations $25, 575, 225 


Addition to reserve and working capit: ul ‘fund_ Mapas ane _ 8,000, 000 
Total estimated obligations and reserve 


Estimated utilizable carryover Dec. 31, 1955__ 
In addition, there will be a reserve and working capital fund of $9 million which ma 


be used temporarily to finance the program, pending the receipt of hard currency co! 
tributions which have been pledged, and to cover liquidation costs. 


CONTRIBUTIONS AND OBLIGATIONS 


Mr. Taser. That is ruble money? 

Mr. Warnuovse. That is ruble money, sir. 

Mr. Taner. Pledged over a period of quite some time ? 

Mr. Wartnnovse. There were three pledges, sir, which the Russians 
have made, One was in 1953, 1954, and there was another pledge i! 
1955, 

Mr. Taner. Those are limited as to their availability ? 

Mr. Wartnunovse. Limited by the nature of the currency, sir. 

Mr. Taper. You mean the currency is not available for interna 
tional exchange ? 
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Mr. Wainnouse. Yes, sir. 

Mr. Taner. Then you have $13 million in pledges from other gov- 
ernments ¢ 

Mr. Warnnouse. Yes, sir. 

Mr. Taser. Where do those come from ? 

Mr. Warnnovuse. From the sixty-odd other governments. 

Mr. Taser. On that total contributions schedule which you sub- 
mitted there seem to be pledges in 1954 totaling $25,342,462, with only 
$700,000 of unpaid pledges. 

For 1955 there seems to be $11,540,857 of payments in 1955. 

Mr. WatnuHouse. Yes, sir. 

Mr. Taper. That added to the $7.8 million would be $19,340,000 
roughly. 

Mr. Warnnovuse. That is right. 

Mr. Taper. For what have you made the obligations in the calendar 
year 1955? Did you carry over any other obligations ? What obliga- 
tions did you carry over from 1954? 

Mrs. Westra. If I may answer that, sir? 

Mr. Taper. I want somebody to answer it who can. That is all 1 
care about. 

Mrs. Westratu. The first table indicates the obligations as against 
each year, and the obligations for 1954 were $19,464,742. 

Mr. Taper. 1954 obligations were —— 

Mrs. WestFaLL. $19,464,742. 

Mr. Taner. Which amounts of those were paid during the year 

1954? 

Mrs. Westratz. As of December 31, 1954, $15,779,000 of those had 
actually been disbursed, so that there was a carryover of unliquidated 
obligations as of the end of 1954 of approximately $3 million. 

If. you would turn to tab 10 under “Obligations,” you will see a table 
there, which is the third table, which shows ob! igations by months, 
taking the last 6 months for 1954 and the first 5 wonths for 1955. 

The table shows that as of January 1, 1955, there were obligations of 
$8,500,000. 

Mr. Taner. You mean there were obligations down to January 1, 
1955, of $814 million ? 

Mrs. Westrauu. At the beginning of the year; yes, sir. 

Mr. Taner. You mean there were that many outstanding? That 
doesn’t jibe with the other figure which you gave me because that 
would be 

Mrs. Westraui. The $3.7 million 

Mr. Taper. $3,685,742. That is what should be there, unless you 
obligated something in the neighborhood of $5 million in January. 

You do not say you did that. That is the figure that it should be 
instead of the $8 million. 

Mrs. Westratu. The $3,700,000 figure, sir, is the figure of unliqui- 
dated obligations from 1954. 

Under the U. N. ue of obligating funds under this program 
under the United Nations financial regulations, an obligation is a 
contract or purchase order which results in a legal liability for pay- 
ment of services rendered or goods received by December 31 of a finan- 
clal period. 
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Therefore, on January 1, obligations are recorded for expert con. 
tracts, for example, that are in effect on January 1, for whatever por. 
tion of the year these contracts are in effect. 

Mr. Taper. I still do not understand why, if you obligated $19, 
464,000 in 1954 and paid on account of it $15,779,000, which leaves 
$3,685,742, why that is not your unpaid obligation instead of $8,568,000, 

Mrs. Westratu. That would be in addition, sir, to the $8,568,000, 
If you would like a table set up on a cash basis we will be very happy 
to supply it. That would show the, unliquidated obligations carried 
forward from 1954. 

Mr. Taser. Frankly, I do not think you have presented the thing i 
such shape that any body can have any confidence in your figures. That 
bothers me. The figures you gave me do not jibe with the table in the 
book and it bothers me. 

There are two ways of handling your bookkeeping. We ought to 
have that right off the bat because T do not understand anything except 
plain figures. I cannot understand the other kind. 

Mrs. W ESTFALL. These are supposed to be plain figures, sir. 

Mr. Roseman. While I am representing FOA rather than the State 
Department, may I volunteer a suggestion? TI believe that under the 
United Nations fiscal system per sonal services under contract are not 
recorded as an obligation for the full period of the contract. For 
example, if the U nited Nations has a contract with an expert to serve 
for 12 months, let us say from July 1 of one year to June 30 of an. 
other, the obligation is recorded for 6 months against the first year’ 
funds and for 6 months against the second year’s. 

In the first year, that is the calendar year ending December 31, pro- 
vision will be made to meet all payments the expert has due for 
services rendered before December 31. 

As of January 1 they would enter as an obligation the salary for his 
next 6 months, because they were committed to that by contract and 
expended to pay from the second year’s s funds. 

In the case of other nonpersonal service items, procurement of sup: 
plies, I presume these obligation figures are simply the obligation fig: 
ures for supplies delivered } prior to “December 31, for which the Unitel 
Nations has actually received the supplies. 

There is a fundamental difference between the Federal Government 
fiscal system and the United Nations’ system. 

Mr. Taper. I think that makes it more confusing. 

I wonder if anybody can give me just what the figures are and why 
they are presented in this way ? 

I have the obligations outstanding as of May 31. 

When we cannot get a straight, out-and-out asset statement from 
you, frankly it is difficult for me to move to the next number. 

According to my figures if the figures you gave me were corrett 
the obligations ought to be $9,590,242. I do not know how all 
explanation can change that picture. 

Mrs. Westratu. May I ask you how you arrive at that figure ? 

Mr. Taper. You had $19,454,742 obligations in 1954 and _you pal 
to the 31st of December $15,779,000, leaving a balance of obligation 
outstanding of $3,685,742, and your obligations er on this 
third sheet of this No. 10 shows for the first 5 months, $5,904.50) 
and the total of $3.600,000 and the $5,900,000 is $9 590,949. 
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Mrs. WestFaALL. Excuse me, sir. In that calculation you ignored 
ihe $8,500,000 as of January 1. 

Mr. Taper. Because there has been no explanation of what that could 
possibly be. I do not see how you can have one statement showing 
that it should be $3,685,000 and another one showing that it should 
be $8 million. The two do not go together to me. I cannot under- 
stand it. 

Mrs. Westra. May I try to explain that, sir? 

The $3,685,000 is the amount of unliquidated obligations as of 
December 31, 1954. On the first table under tab 2, which summarizes 
the first 4 years, you will notice we show the figures on the basis 
f obligations. There is money set aside to cover the cost of liquidat- 
ng those obligations. 

Mr. Taper. Where does it show in tab 2? 

Mrs. WestraLL. Under tab 2, the very first table, summary of finan- 
cial situation. 

Mr. Taper. You have a reserve in working capital fund of $3 
million and you show an unobligated balance at the end of the year 
1954, $7,806,000. 

Mrs. Westra. That is right. The $19,464,000, which is the 
obligation for 1954, is subtracted from the total availability for the 
year of $30,271,000. You also subtract the $3 million reserve and 
capital fund, leaving at the end of 1954 an unobligated balance of 
$7,806,901. So that money was set aside to be available to cover the 
liquidation of these obligations. These tables have been set up on an 
obligation basis. 

Mr. Taser. This is an unobligated balance rather than obligations. 

Mr. Murpuy. Are you referring to the $7,806,000? 

Mr. Taper. That is what it says it is. Maybe I cannot read, but 
it looks that way to me. 

Mr. Murpuy. Yes. 

Mrs. Westratu. I think our problem here is that these figures are 
set up on an obligation basis. If you would like a table set up on a 
cash basis, showing assets and liabilities, we would be very happy to 
supply that to the committee. 

Mr. Taper. Frankly, and I do not want to be presumptuous, but 
I would like to see some explanation why you need the money. I 
cannot see any yet. If you have a good reason, I am willing to have 
you go on and tell me. I want to know what you propose to do with 
the money, and I want to know what your liabilities are and what 
your assets are at the present time so that I can see what the picture 
is. I do not want to be fussy about it beyond what I have to be, but 
I do want to have something that I can understand. 

Mr. Passman. Will the gentleman yield? 

I am becoming more confused, based upon the testimony. You did 
have an unobligated balance at the end of the calendar year 1954 in 
the amount of $7,806,901 ? 

Mrs. WEsTFALL. Yes, sir. 

Mr. Passman. An unobligated balance. In February you re- 
quested what amount? 

Mrs. WEsTFALL. $8 million, sir. 

Mr. Passman. What were you given ? 

Mrs. WeEsTFALL. $6,500,000. 
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Mr. Passman. I thought that we were told at the time we were not 
able to meet our pledge on account of the eo not having ap- 
propriated a sufficient amount in the fiscal yea - 1955 to carry out our 
commitments. Then when we find this very ene unobligated bal- 
ance that you have om hand 45 days prior to your testimony in Febrnu- 
ary, it leaves me more confused than I have been on any item of this 
bill. 

Mr. Murpny. The Hades balance you refer to was unobli- 
gated by the United Nations. It was not unobligated in the United 
States Government accounts. In other words, this was cash that the 
United Nations had received from various nations against which it 
had not incurred obligations on December 31. 

Mr. Passman. We ‘thought that they were about to fold, according 
to the story we got in F ebruary, and if our contributions did not 0 
in we were going to be embarrassed all over the world, yet they hi ad 
the large unobligated balance in the United Nations fund. 

Mrs. Westrarn. Mr. Chairman, we submitted at the time that the 
committee heard the supplemental a table showing the unobligated 
balance on hand at the beginning of the year. The problem at the 
time of the supplemental was that with the tenis on hand at the begin- 
ning of the year, plus the expected receipts from other governments, 
there was not enough money to continue for any period of time the 
projects that were actually in operation. 

Mr. Passman. I observe under tab 10, 1955 monthly obligations: 
January, $8,568,000, and then it drops down to $1,025,000, and it runs 
about $1 million per month on through May. Why are your obliga- 
tions so very high in January ? 

Mrs. Westrautn. That, sir, is because of the condition that Mr. Rose- 
man explained a little earlier. At the beginning of the year the United 
Nations obligate the portion of their contractual obligations they ac- 
tually have at that particular time. If they had hired an expert in 
July 1954 for a year, then on January 1, 1955, they would record 6 
months’ obligations to cover the cost of that expert’s salary in 1955. 
The table to which I refer, sir, which we submitted to the committee 
in the hearing on the supplemental appropriation, is on page 452 
of the supplement: il hearings. 

Mr. Taper. I understood you to say you hired technicians by the 
vear, or something like that, and that you entered into a contract with 
them for so much money, but you did not enter the obligation as an 
obligation on the day the contract was made but entered it on the sub- 
sequent first of January. I frankly do not under stand that kind of 
bookkeeping. Did I understand you correctly? T cannot tell any- 
thing about it when it is put up to me that way. If I sign a note at 
the bank that is due January 1, I enter that in my books as an obliga- 
rte, of mine the day that I signed the note. That is the only way I 

‘an tell where I stand. If you do not do it that way, I am not smart 

nough to know how you can tell where you are from d: ay to day. 

Mrs. Westratt. They do record their obligations, sir, but they 

charge against 1954 only the portion of the c ontract for which services 
will be rendered in 1954, oa then the services that will be rendered 
in 1955 are charged against the 1955 program. 
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Mr. Taser. But you entered into the contract way back in 1954 
for a certain amount of money. If that is not an obligation, I do not 
understand English. 

Mrs. Westra, It is an obligation, sir, but it is not an obligation 
charged against 1954. Part is against 1954 and part of it is against 
1995. 

Mr. Taser. I tell you what Lam going todo. Iam going to recom- 
mend that the committee send a certified public accountant up to 
examine the whole setup because ee, what you are giving us you 
cannot tell a blooming thing about it. I do not see how we can make 
an intelligent appropriation without having an examination of your 
accounts to find out just what they mean, and have it in such a way 
(hat we can understand it. 

We take an oath to support and defend the Constitution of the 
United States. That does not mean we can bring in appropriations 
for things we cannot get a picture of and cannot find a way to explain. 
How can we go out on the floor and explain a picture of that kind to 
the House so they would have any idea of what they were doing? It is 
our duty when we go out there to know something about it. Am I 
wrong ¢ 

Mr. WarnHouse. You are absolutely right, and I would like to 
suggest, if 1 may, that the certified audit report of the United 
Nations technical assistance program be submitted for the use of 
the committee. 

Mr. Passman. I do not think that we can take the bill to the floor 
until we understand it. 

Mr. ‘Taner. They have it messed up by the way they keep their 
accounts and the calendar year business. It is almost an impossibil- 
ity for us to tell anything about it. 

Mr. Passman. It could be that this got started off wrong in the 
beginning by not following the intent of Congress. Pe DAE the 
( ‘omptroller General was brought into this in some way and gave an 
interpretation entirely different from what the Congress intended, 
and it has been fouled up ever since. I do not think the inst ructions 
of the Congress have been followed. I do not know who was oper- 
ating it at the time. Did you not go to the Comptroller General : 
one time to find out whether you could take the funds appropr iated 
fora 1-year period and use them for another period ? 

Mr. Wartxnousr. The Comptroller General did make a ruli 
on this problem. 

Mr. Passman. And this thing has been fouled up ever since, has it 
ot é 

Mir. Warnuovse. It has not been in our minds, sir. 

Mr. Passman. I mean in the minds of the committee. 

Mr. Warnnovse. I should like to help this committee to the great- 
est extent possible, sir. ; 

Mr. Taber. We are up against an aw fully tight schedule. We have 
spent twice as much time on this now as we should. If there i isa way 
to get it out simply and with a straight-forward statemet of just 
what the situation is, I would like to have it. If there is not, q can see 
no recourse except putting a certified public accountant on it. 
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Mr. Passman. I wonder if possibly it would not be better, inasmuch 
as we are following a rather close schedule, to get Mr. Wainhous 
and Mrs. Westfall and her assistants to prepare a statement for the 
committee in sufficient copies for each member explaining the entire 
program in a way that we will understand it, going back to the 
Comptroller’s decision. Start from that point and find out who re- 
quested him to give a different interpretation of intent than the Con- 
gress intended and let us see if we cannot back it up. 

Mr. WaAINHousE. We will do that. May I make an additional 
suggestion? Would the committee be interested in seeing the certi- 
fied audit reports of the United Nations technical financial situa- 
tion? I think that that might be helpful, sir. We can get that for 
you right away. 

Mr. Passman. We do not want this too voluminous. We would 
rather have your reports. 

Mr. WatnuHovusr. We are very eager to meet the point that Mr. 
Taber has raised about the problem of obligations and so on. We 
will be glad to get up such a sheet as you desire. 

Mr. Passman. I think that it would be desirable to get the Comp- 
troller General’s decision, and also the basis upon which you went 
to him. We were appropriating for one purpose and you got him to 
agree you could spend it for another, and this thing has been over- 
lapping ever since. If you will get that information for us and as 
quickly as possible, we will be most grateful. 

Mr. Fenton. You are asking for $24 million? 

Mr. Warnuovse. Yes. 

Mr. Fenton. You are working under the United Nations calendar 
year program ? 

Mr. Watnuovuse. The $24 million, sir, is broken down as follows: 
$8,500,000 for the rest of this year; that is, for the second half of this 
calendar year, and $15,500,000 for the calendar year 1956. In other 
words, our increase for 1956 over 1955 is in the neighborhood of 
$500,000. 

Mr. Fenton. An increase? 

Mr. Warnnovse. An increase, yes. 

Mr. Fenton. I think after we get those statements promised Mr. 
Taber we might have the picture and we will know more about it. 

Mr. Taner. At this point, I would like the obligations by months 
tabulation inserted in the record. 

Mr. Passman. Without objection it will be inserted in in the record 
at this point. 

(The table referred to is as follows:) 


United Nations expanded program of technical assistance—Obligations by months 


JULY 1-DEC. 31, 1954 





Cash disburse- 


Obligations sents 





much 
house 
r the 
tire 
> the 
O re- 


Con- 


ional 
-erti- 
itua- 
t for 


ould 


Mr. 
We 


ymp- 
went 
m to 
yver- 


dd as 


SRS FP 
33222 


3 


| 
\ 


547 


United Nations expanded program of technical assistance—Obligations by months— 
Continued 


1955 MONTHLY OBLIGATIONS 


Obligations =r 


tota 


$9, 593, 000 
10, 763, 000 
12, 327, 000 
13, 336, 000 
1, 136, 500 | 14, 472, 500 


1 Under United Nations financial regulations, an obligation is a contract or purchase order which results 
ina legal liability for payment of services rendered or goods received by Dec. 31 of a financial period. In the 
ease of fellowships, the full cost of a fellowship is recorded at the time the fellowship is awarded. 


Mr. Narcuer. I certainly concur in what Mr. Taber has said, Mr. 
Chairman. I am wondering if these people understand what the 
committee has requested. 

Mrs. Wesrraty. If I may repeat, as I understand what the com- 
mittee wants, it is a statement of the assets and liabilities of the pro- 
gram, including the up-to-date information on obligations, and in 
addition to that, you want the information on the Comptroller Gen- 
eral’s decision ? 

Mr. Passman. We want to take it back to the Comptroller General’s 
decision. He gave you the right to spend the money in a different 
way than the Congress intended. We were appropriating on a fiscal 
year basis and you secured permission to handle it on a calendar year 
basis. 

Mrs. Westra.u. There are two separate things that you want. 

Mr. Passman. And make it just as complete as you can, covering 
both points. 

Mr. Natcuer. Is there any time element in this? 

Mr. Passman. We would like to have it back as soon as possible. 
We want it this afternoon because we are concluding the hearings and 
fast approaching the mark-up. 


SUMMARY JUSTIFICATION MATERIAL 


We will insert at this point your summary statements. 
(The matter referred to follows :) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 
ORGANIZATION AND OPERATION 


The United Nations expanded program of technical assistance is carried out 
by the United Nations and specialized agencies: Food and Agriculture Or- 
ganization; International Civil Aviation Organization; International Labor 
Organization; International Telecommunication Union; United Nations Educa- 
tional, Scientific, and Cultural Organization; World Health Organization and 
World Meteorological Organization. Representatives of these agencies make 
up the Technical Assistance Board, which has primary responsibility for the 
overall administration of the expanded program. The International Bank 
for Reconstruction and Development and the International Monetary Fund co- 
operate in the U, N. technical assistance program, although they do not receive 
ee from the U. N. special account, from which the UNTA program is 

nanced, 
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The program is finaneed by voluntary contributions from governments to , 
central fund, from which allocations to cover the cost of approved progran, 
are made to the participating organizations. These funds are separate anj 
distinct from the regular budgets of the agencies. The funds are used onl 
to provide technical assistance for the economic development of underdevelope 
countries in contrast to the general activities which are financed through the 
regular assessed budgets of the agencies. 

Under the expanded program, project requests are formulated by the recipient 
country in consulation with representatives of the specialized agencies. The 
requests are forwarded to the Technical Assistance Board through the U, N 
resident representative who is responsible for coordination of the internationa| 
agency activities in the recipient country. At the time project requests are 
formulated, there is consultation among the U. N. agencies, the recipient govern. 
ment, and the United States operations mission. The purposes of this consults. 
tion are: (a) to eliminate any duplication between multilateral activities and 
United States bilateral technical assistance programs, and (0b) to provide q 
positive correlation between the activities of the two programs. To assure proper 
coordination, representatives of the two programs consult frequently throughout 
the implementation of projects. 

On the basis of the requests from recipient governments, the Technical Assist. 
ance Board compiles a total program which it recommends to the intergovern. 
mental Technical Assistance Committee (TAC). This committee is made wp 
of representatives of the 18 governments on the Economic and Social Council, 
including the United States. TAC approves the program and allocates funds 
from the U. N. special account to the participating organizations. 


ACCOMPLISH MENTS 


Ethiopia—Food and Agriculture Organization (FAO) 


FAO sent Carl M. Anderson, a British hides and skins expert from Tanganyika, 
to Ethiopia to advise the government on how to improve the country’s hides an 
skins industry. Ethiopia has about 19 million cattle, 18 million sheep, and 1! 
million goats. Hides and skins rank second in Ethiopia’s export trade and thus 
are an important source of national income. 

Anderson was able to demonstrate new methods and tools in butchering, curing, 
and tanning. He introduced a new type of flaying knife without sharp points 
so that flayers do not gash so many skins as formerly. He taught the in- 
portance of hanging hides up to dry or stretching them on drying frames instea 
of laying them out on the ground. He shortened the delay between flaying and 
curing so that hides and skins do not have time to putrefy while awaiting 
processing. He also helped to formulate legislation which wil! regulate the 
handling of hides and skins in the future. 

Anderson has trained two young Ethiopians to carry on the work he has started. 
On his recommendation, one of the men was given an FAO fellowship to study 
leather chemistry in the United Kingdom for a year. 


lraq—FAO 


In Iraq, an FAO farm machinery specialist has trained operators and me- 
chanics of agricultural machinery imported by the government. More than 10 
Iraquis were trained in 1953. An expert on small implements is cooperating 
with the United States bilateral program for the introduction of small tools 
such as scythes and plows. Local blacksmiths are turning out tools according 
to the expert’s design. 


Pakistan—F AO 


Too much or too little water lessens agricultural production in many areas 
of the world. In East Pakistan, in an area suitable for the production of rice 
jute, sugar cane, and other crops, FAO has been assisting the government for 
several years in the development of a drainage and irrigation scheme. A gravity 
drainage system is contemplated to remove monsoon floodwaters, together wit! 
irrigation by pumping from the Ganges River during the dry growing season. 
To assist in carrying out the plan, the United States bilateral program will fur- 
nish excavation equipment, pumps, and flow regulators. Under the Colombo 
plan, the Canadian Government will furnish a steam powerplant for the pumps 





Far East—FAO 


The International Rice Commission was organized under FAO auspices as a 
part of its regular, permanent program in 1949, and by now it has some 13 Far 
Eastern countries working together as never before on programs of rice improve- 
ment. United States rice breeders are also actively associated in this work. 
Rice breeders, soil experts, and others who hardly ever met or knew or talked 
to each other now serve on the same committees, plan and carry out cooperative 
projects, and freely exchange information that they formerly kept to themselves, 
if they had it at all. 

About 50 years ago, according to a recent report, the average yield of un- 
husked rice in Japan was 1.8 tons per hectare. Today it is almost double that— 
3.3 tons per hectare. To a very considerable extent this remarkable advance 
was due to the use of fertilizers, which have hardly been used at all else- 
where in the Far East. But the Japanese found that fertilizers did little or no 
good until they developed varieties of rice capable of making good use of them. 
That is essentially what is being done now for a large group of countries in 
the Rice Commission hybridization project. But back of it is the more basic 
achievement of developing international cooperation and strengthening national 
services to deal with such problems. 

The work of the Rice Commission is at present concentrated mainly on breed- 
ing and fertilizers. India generously made the facilities of its Central Rice 
Research Institute at Cuttack available for a breeding program in which the 
japonica and indica types are being crossed to produce hybrids; and the station 
has also been used for an international training seminar. The former head of 
the station, Dr. K. Ramiah, is now on the FAO staff as liaison officer for the 
whole breeding program. Several thousand hybrids have been distributed to 
cooperating countries for testing and selection. The expanded program has made 
it possible for FAO to provide training fellowships and technical supervision for 
the entire project. 

Cattle and poultry disease control.—FAO teams in the Far East have succeeded 
in bringing rinderpest under control—this is a disease that prior to 1946 claimed 
as many as 2 million cattle annually. Vaccines which insure immunity for 2 
years are now available at 2 cents a shot, where previously they cost $1 a dose. 
In Thailand the disease has been greatly controlled—a few years ago the country 
had lacked a sufficient supply of beef for its own people, but now with a healthy 
stock of cattle, Thailand is even able to export meat to Hong Kong. Progress 
is being made against rinderpest in Burma, Afghanistan, and some parts of India, 
to the point that local consumption of meat has been consistently going up. 

In the poultry field, John High Lancaster (United Kingdom) has developed 
in Thailand an effective vaccine against Newcastle disease in chickens. Its use 
in the Far East has been so successful that Singapore, for example, has increased 
its poultry count 7 times, from 500,000 to 3,500,000, and increased by 8 times its 
egg production. 

Mass field tests now going on in Asia will determine by the end of this year 
the effectiveness of an important cattle vaccine. It was prepared by two Aus- 
tralian technical assistance experts working in Burma a few years ago, as 
protection against a serious cattle killer—hemorrhagic septicemia. 
Colombia—International Labor Organization (ILO) 

Colombia had always had to import the whole of her steel requirements. When 
plans were drawn up to build a steel mill at Paz del Rio, with annual production 
capacity of 200,000 tons, progress was hindered by the lack of trained engineers, 
foremen, and workers. ILO was requested to give assistance under its fellow- 
ship program. Fellowships were first awarded to 10 Colombian trainees, who 
spent 6 months in Chile at the Huachipato steel mill. When the Paz del Rio 
mill opened in Colombia, these fellows returned to apply their new skills as 
foremen and workers, and were able to train others. Later, the ILO gave 
fellowships for four Colombian engineers to learn up-to-date techniques in 
France and Luxembourg (steel production at Paz del Rio is modeled on the 
French system, and there are French engineers working there). Eventually, 
Colombia will be self-sufficient in steel engineers, foremen, and workers. 
Haiti—I Lo 

The machete, a swordlike tool used to harvest sugarcane, bananas, and other 
crops, is the most widely used tool in Haiti’s agricultural economy. Over 
100,000 machetes, it is estimated, are imported by Haiti each year. During 1954 





550 


a team of ILO technical-assistance experts, teaching mechanical trades at the 
J. B. Damier School in Port-au-Prince, began to explore the possibilities of 
producing a locally made machete. Haitian farmers were paying a higher price 
for the imported tools than would be necessary for a native product, and 
Haiti was using up needed foreign exchange in the process. Furthermore, pro- 
duction of machetes in Haitian workshops would mean more jobs for skilled 
local workers. 

Sheets of steel were imported from the United States and an inexpensive 
machine from France. Working under the guidance of one of the ILO experts, 
advanced students at the trade school designed a sturdy model machete, with 
a handle of local hardwood. At the beginning of March 1955, the first samples 
were run off by the school and issued to farmers for trial. The verdict was 
“highly satisfactory.” It is hoped that within a few months local industry 
in Haiti will take up the mass production of these basic agricultural implements, 

The trade school also tackled the problem of irrigation. ILO expert Louis 
Darracg (France) designed an experimental model of a simple French-style wind- 
mill, which could effectively pump water to irrigate individual farms. The 
students built it and made successful field trials. To farmers who could not 
afford the $800 or more needed for elaborate pumping machinery, mass produc- 
tion of these windmills would mean effective irrigation at a cost of from 
$60 to $80. 

Important as these innovations are in the everyday life of Haitian farmers, 
they represent only a byproduct of the vital work that the seven-man ILO team 
is undertaking in Port-au-Prince. These experts are playing an important role 
in building the J. B. Damier School into a large-scale training institute—in 
a country where lack of skilled personnel has been a major obstacle to develop- 
ment. 


India—ILO 


ILO’s training within industry methods in India show the following accom- 
plishments : 

1. Training time in the country’s biggest telephone factory has been cut by 
almost half as a result of courses for supervisors in job-instruction methods. 

2. An electrical cable company has reported that hand burns in a particular 


process have been eliminated after job breakdown methods were introduced. 

3. Workers in a textile mill expressed a desire to stay in after working hours 
to learn their job better, after ILO job-instruction courses for supervisors had 
shown results. 


Tsrael—ILO 


Israel, where consumer goods have been in critically short supply, sought 
assistance from the ILO to increase its productivity. Substantial efforts had 
already been taken in the country; an outside expert was needed to tie together 
various existing agencies and supply new perspective and impetus. The first ILO 
expert arrived in February 1952. 

In the diamond industry, work study and measurement were applied to the 
making of diamond dies for wiredrawing. Production of these dies was increased 
by 25 percent; later studies resulted in a further increase. 

In the railway workshops, where only 1 locomotive was being overhauled a 
month, an average of 1.6 overhauled locomotives a month was needed for top 
efficiency. Investigation showed that with essentially the same equipment and 
manpower, the workshops could actually overhaul 2.4 locomotives per month. A 
beginning was made on the boiler reconditioning department, improvements in 
arrangement and work planning were introduced, a system of payment by results 
was instituted, and in the first month productivity increased by 30 percent. 

In a refrigerator assembly plant, improved methods of work arrangement and 
scheduling were introduced. Productivity was raised by almost 75 percent. 

It soon became apparent that the staff of the existing Productivity Institute 
was too small to continue to provide a direct consulting service for individual 
enterprises, which number hundreds. At the recommendation of the ILO ad- 
viser, the board of directors accepted a plan to concentrate on training programs. 
The staff of the institute participated in several intensive training programs, 
conducted by the expert, to prepare them as trainers. The next step was to 
provide training for personnel from factories wishing to increase their produc- 
tivity. Eight-week courses have already been conducted in the following fields: 
Metal fabrication, chemicals, ceramics, textiles, food processing, laundries, and 
dry-cleaning shops. The success of the courses has exceeded all expectations. 





While the 5-week projects were intended for training purposes, most of the 
results were practicable and usable. Increases in productivity ranged from 20 
percent to as high as several hundred percent. 

Some results were startling. For example, after the building of a simple 
gravity chute, only 1 hour a day was required to keep a group of glassworkers 
supplied with work where previously a service worker had spent 8 hours doing 
the same thing. 


Bolivia—United Nations Educational, Scientific, and Cultural Organization 
(UNESCO) 


UNESCO sent 2 experts in education to Bolivia in 1952, who have helped 
the Government set up a model school in which new methods have made an 
impact on the teaching profession and public opinion throughout the country. 
The experts worked out with their Bolivian colleagues new techniques in the 
teaching of reading and writing—getting away from traditional routines, and 
placing emphasis on arousing the interest and initiative of the children. The 
experts also assisted in the establishment of parents’ associations; this was a 
means of securing the active interest of the children’s parents in the new 
methods. At the end of the first school year, the number of pupils passing 
the examination was extremely high; previously the low proportion of suc- 
cessful students had been a serious problem. The two experts also helped 
to organize vacation courses for teachers. More than 2,000 Bolivian teachers 
have attended these and have learned how the new approach can be applied 
in their own schools and improve their own work. 


Iraq—UNESCO 

In May 1954, Iraq requested UNESCO to assist in establishing a faculty of 
science within the University College, Baghdad. There were required an inte- 
grated science course on the university level; research facilities; and installa- 
tion and equipment of laboratories. The UNESCO experts have demonstrated 
teaching and laboratory methods, sat in with faculty and administrative com- 
mittees on curriculum improvement and laboratory organizations, and assisted 
both in the recruitment of foreign professors and in the training of local staff. 

As a result of UNESCO’s work, the chemistry department was raised from 5 


to 11 posts; and the physics department, which had started with almost 
nothing, had 3 years later 9 professors, assistants, and demonstrators work- 
ing full time. When the experts completed their assignments, they left behind 
them a faculty of science with well-equipped laboratories and curricula leading 
at least to the bachelor of science degree. As a result of their work, teaching 
has become more concrete and practical, and great impetus has been given to 
scientific studies in Iraq. 


Colombia—UNESCO 

The Government of Colombia has undertaken a large-scale campaign to give 
basie education to the thousands of people isolated in out-of-the-way rural com- 
munities. They have distributed radio receivers to some 6,000 to 7,000 groups 
of rural dwellers who gather together in each village to hear broadcasts on such 
varied subjects as reading, writing, hygiene, crop cultivation, and care of live- 
stock. After the broadcasts are concluded, the groups discuss the lessons 
learned, with the help of illustrated material also distributed by the Government. 
Two years ago, when the plan first got underway, UNESCO’s technical help was 
requested, under the expanded program of technical assistance. A fellowship 
was first awarded by UNESCO to a Colombian national to study program plan- 
ning techniques abroad—he returned to be assistant to the director of the broad- 
casting plan. Now, three UNESCO experts are in Colombia working on the 
planning of the contents of the broadcasts, and on the production of appropriate 
textbooks for use by the study groups after the broadcasts end. 


Formosa—World Health Organization (WHO) 

In Formosa, in 1952, it was estimated that 10 percent of the population was 
affected annually by malaria. In that year, the WHO, using technical assistance 
funds, sent an international team to Formosa. The Government designated a 
team of counterpart personnel who could learn and profit from the international 
experts. The greater part of the supplies and equipment was provided by the 
United States Foreign Operations Administration. In 1952, the houses of 156,000 
people were sprayed with DDT. Ten times that population were protected in the 
next year. Teams were organized for mopping up and surveillance on the cam- 
paign’s progress. By 1954, all of the malarious areas of Formosa were included 
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in the program with the aim of protecting the total population at risk, almost 
5% million, from this disease. By October 1953, only 0.2 percent of the infants 
in the sprayed area had the disease as compared with 10 percent the year 
before—a 50-fold reduction. By the end of 1954, there were 180 trained super. 
visors, 870 trained foremen, and 3,490 trained operators. Every township now 
is self-sufficient in its malaria-control operations. The work has entered its 
consolidation phase and one can forsee the end of malaria transmission in For- 
mosa. The WHO, using technical assistance funds, provided administration, 
impetus, and technical direction to this entire campaign with a staff of only 
thtee professional employees. 


Indonesia—WHO 


One of the first projects to get underway in Indonesia, and the first project to 
be started there by the WHO under the expanded technical assistance program, 
was a campaign to control malaria. The project was put into operation in the 
Tjilitjap area—centering in a humid coastal zone of some 59 square miles with 
80,109 people. In this area the WHO team began the job of directing DDT- 
spraying against malaria mosquitoes early in 1952. 

The area then covered was expanded in 1953 to include a total of 77 square 
miles with a population of 110,294, and this year the team is operating in an 
even larger area (146 square miles) with a population of 193,209 under direct 
protection. 

The DDT is sprayed inside the houses, on walls, roofs, and underneath furni- 
ture to make every part of the house which could be used by mosquitoes as a 
resting place dangerous to them. 

The 3 experts now in Indonesia pool the experience of 3 countries in fighting 
malaria—Greece, India, and Italy. 

In Surabaya area of East Java, where 18 out of every 100 babies were con- 
tracting malaria before they were a year old, no child of that*age was found 
with the disease following a 2-year control program. 

Haiti—WHO 

In 1950, a third of the inhabitants in rural areas of Haiti were affected by 
vaws. Since inception of a joint WHO-UNICEF eradication campaign, preva- 
lence of yaws in these areas has decreased to not more than 0.5 percent. 

El Salwador—WHO 

Until 1950, in an agricultural area of the San Andres Valley of El Salvador, 
malaria, gastrointestinal infections, tuberculosis, and malnutrition were major 
health problems. WHO, ILO, FAO, and UNESCO have cooperated in setting up 
a health-demonstration area in the valley, combining health services with im- 
provements projects in agriculture, education, ete. Full health services are now 
available to two-thirds of the population of 100,000, and limited service to the 
other third. These services include health units, clinics, maternal and child- 
health care, school hygiene, control of communicable diseases, and the develop- 
ment of sanitation. National personnel are being trained in the area and else- 
where, and will eventually take over the entire responsibility for the program. 
tfghanistan—WHO 

In Afghanistan, until recently, about 2 million of the 12 million population 
were exposed to malaria. A WHO team of demonstration experts started opera- 
tions in the Kunduz-Khanabad district in 1950, studying the carriers respons’ble, 
and introduced DDT spraying; about 110,000 people were protected. After 
noting these results, the Government began expansion of malaria control in 
1952 with the help of UNICEF equipment and WHO advice. Up to now, about 
1,200,000 people have been protected; by the end of 1956, it is estimated that all 
people in malarious areas will be protected. 

Costa Rica—U. N. Technical Assistance Administration 

In Costa Rica, an advanced school of public administration was established as 

a U. N. technical assistance project in early 1954. In December 1954, the first 


course was completed with the graduation of 27 public officials from the 5 
Central American countries. 
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ceylon—U,. N. Technical Assistance Administration 


An expert on low-cost housing spent a year in Ceylon for the United Nations. 
He introduced the techniques of using rammed and stabilized earth as a major 
ew-cost housing material. Specimen houses were built as demonstrations in 
many towns and villages throughout the country. Rammed-earth methods are 
heing used, not only on government building projects, but on private housing 
developments. In January 1955, the construction of 25 houses by a contractor for 
a private undertaking was begun. He conducted a training course for 50 works 
supervisors, and directed the studies of 2 U. N. fellows from Burma and Indo- 
nesia, Whom the UNTAA had recruited and sent to Ceylon especially to observe 
his methods, 
lordan—U, N. Technical Assistance Administration 

In 1952, a port-construction expert began work in Jordan to advise the Govern- 
ment on the commercial development of the port of Aqaba on the Red Sea, The 
expert brought about the organization of the Aqaba Port Authority; he also 
promoted the building up and equipping of the port to handle an increased cargo 
traffic. As the result of his efforts, the following results have been achieved: 
(1) Port traffic has doubled, from 50,000 tons in 1952 to 100,000 in 1954; (2) the 
number of regular steamship lines calling at Aqaba has increased from 1 in 
1952 to 8 in 1954; (8) the port budget has been balanced with revenues derived 
from the introduction of a judicious scale of port dues. 


[ndonesia—International Civil Aviation Organization (ICAO) 

The Republie of Indonesia is made up of some 3,000 islands, and the greatest 
distance from west to east is more than 2,000 miles. The economic potential of 
the country will depend to a great extent on the strength of the transport link 
etween these is'ands—and therefore on the efficiency of the Indonesian airlines. 

In 1952, the Indonesian Government asked the International Civil Aviation 
Organization to help them train Indonesians to establish airfields, to form ground 
crews, and to service the planes. The Government has spent millions of rupiah 
since then, much of it going into the building of a complete aviation training 

enter 22 miles from the capital city. In turn, ICAO has spent $700,000 since 
1052 supplving an international team that has averaged 10 experts a year and 
equipment for demonstration purposes. This is ICAO’s largest technical assist- 
ance project. 

The eagerness of the Indonesians to take part in the development of : 
as contributed to the popularity of the ICAO project. On one oc 
airfield at Tjurug was visited by 50 boys from 5 to 15 years of a 
valked 11 miles in the hot sun just to see an airplane, and who 
inother 11 miles to get home again. The aviation students themsel 
n their early twenties and have had 12 years of schooling. None had 
na plane before coming to the school. Nevertheless, the first pi 
graduated from the elementary stage of training with averages 
‘2 to 92 percent. 

Delay in completing the construction of the training center and in getting 
the necessary equipment for the classes has slowed down the training process, 
hut there are now 300 students attending classes. The plan is to graduate 50 
licensed copilots each year (to receive pilot training on the job), and to gradu- 
ate an average of 20 radiomen and 30 trained mechanics during each 12—18-month 
period, so that Indonesia’s immediate and pressing needs can be met 
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UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Obligations by agency, 





1 Includes ITU and WMO, 


| 1950-51 


1, 332, 865 | 


| 
| 
302, 056 | 
| 


3, 533, 762 | 
941, 542 
4, 353, 970 | 

475, 516 | 


6, 436, 251 22, 968, 129 | 22, 810, 422 


Unitep Nations EXPANDED TECHNICAL ASSISTANCE PROGRAM 


Obligations by type of expenditure 


| 
Percent 
of total 
project | 
costs | 
| 


1950-51 


$2, 270, e20) 
931,458! 20.63) 
304,067, 6. 73| 
4, 515,145! 100. 00! 
952, 393|.....- 
968, 713|--..---- 


Total obligations. - | 6, 436, 25] 


Experts 
Fellowships 
Equipment 


Total project costs_-----.- 
Indirect operational costs 
Administrative costs 





1952 


72. 64 |$11, 135, 543 
5, 021, 000) 
2, 644, 000! 


18, 800, 543 


| 


Percent 


of total | 
project 
costs 


59. 23} 
26. 71! 
14. 06| 


100. 00| 17, 818, 147| 


Fy OEE EE oan none 


1, 916, 108} -. 





22, 968, 129]. 





| 


} | 
Percent 
of total 
project 
costs | 


1953 1954 


| project 
| costs 
SS -_—- + 
| 
$13, 585,147) 76. 24| 
2, 532,000) 14. 21 
1, 701, 000) 9. 55 


$11, 193, 884 
2, 540, 536) 
1, 376, 806| 


74. 08 
16. 81 


100.00) 15, 111, 226 
2, 609, 776) - .- 
2, 212, 075) oxeueeul. 5, A eeeo 


22, 810, 12 | 19, 464, 742) __- 
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2, 780, 200} 
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NOTES ON CENTRAL ADMINISTRATIVE AND INDIRECT OPERATIONAL COSTS 


Central administrative costs are headquarters costs of the participating agen. 
cies which are related to overall planning of the program as a whole, and budget- 
ing, accounting, personnel, office services, etc. 

Central administrative -costs also include the cost of the Secretariat of the 
Technical Assistance Board, and meetings of the Board. 

Indirect operational costs are costs not directly identifiable with specific 
projects, but of an operational nature, and include (a) the cost of resident 
representatives, and (b) the cost of program staff required at headquarters to 
backstop technical missions in the field. 


UnireEp NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE—AGENCY 
OBLIGATIONS BY COUNTRY AND REGION 


Project costs 


[United States dollar equivalent] 


Region and country 1950-51 1952 


Africa: 
British East Africa 
Ethiopia $139, 035 
French West Africa 
Liberia 87, 802 
Libya 188, 104 
N yasaland ; 
Somaliland | 29, 950 
Tanganyika 
Tunisia 
Gambia 
Gold Coast 
Morocco 
Nigeria 
Sudan 
Belgian Congo 
Kenya 
Southern Rhodesia 
Ivory Coast 
Regional projects 


Total.... | 144, 891 


and the Far East: 

Brunei | 7, 862 
Burma 164, 679 
Cambodia | 38, 871 
Ceylon 190, 817 
China (Taiwan) 

Hong Kong 

India | 148, 058 
Indonesia | 138, 88O 
Japan | ; 
Korea (South) 9, 147 
Lacs 

Malaya 

Nepal 

Netherlands New Guinea 

North Borneo 

Pakistan 

Papua and New Guinea 

Philippines 

Sarawak 

Singapore 

Thailand____- 

Vietnam 

Samoa 

Regional projects_-- 


Total ; ate , 435, 247 33, 950 


Americas: 

Barbados | 7 

Bolivia | 24, 977 290, 077 
Brazil 106, 550 495, 262 | 
British Guiana 11, 907 | 
Chile <s 143, 488 255, 385 
Colombia 138, 633 232, 712 
Costa Rica_-- 44, 821 186, 752 
Cuba : } 4, 632 24, 306 
Dominican Republic : 88, 984 
Ecuador. -.---- 102, 938 526, 490 





rep NATIONS EXPANDED PROGRAM .OF TECHNICAL ASSISTANCE- 
OBLIGATIONS BY COUNTRY AND ReGion—Continued 


Project costs—Continued 


Region and country 1950-51 


The Americas—Continued 
FE] Salvador : : 7 $123, 041 
Guatemala - xx 35, 247 
Haiti --. . emda bus 80, 638 
Honduras. -- eats a , ; ‘ 38, O11 
Jamaica. -- . “ ‘ 2, 193 
Mexico - = 129, 604 
Nicaragua. -.-- ° pane 933 
Panama. ._- ; eae ne 4, 611 
Paraguay - - - ‘ 55, 147 
Peru - " oi 2 62, GAS 
Uruguay - ‘ : 
Vene7uela_- i es ‘ 3,314 | 
Trinidad < 
Alaska (United States) __- 
Leeward Islands 
Pacifie Islands (United States) 
Puerto Rico (United States) 
Virgin Islands (United States) 
Surinam 
St. Lucia 
Regional projects___- 79, ¥. 1, 069, 


Total 3 ‘ aswel 55¢ , 915, 762 4, 616, 35 


Europe 
Austria_- 
Cyprus--.-- 
Finland_. 
Greece . 
Iceland ai 
Italy. 
Luxembourg 
Portugal... 
Spain 
Trieste 7 
Turkey. -_-- 
Yugoslavia.........- 
Malta _.. . 
Regional projects__-_- 


Tt. a..5- 


7 iw! 


iddle East: 
Afghanistan 


Jordan. 

Lebanon. 

Saudi Arabia 
Syria 

Yemen 3 
Regional projects 


— Ee oe oe a a 


Interregional projects 
Other project costs - - 


le i el 


; ‘Totes preioct costs... .......<..2<..- ‘ 

ndirect operational costs_- Sit icesd 393 
Administrative costs_ axee 9, 233 
TAB (including resident representatives) - - _- 179, 480 


NE occ ticemsdicdsdccnus Bae 6, 436, 251 22, 968, 12¢ 22, 22 19, 464, 742 
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UNITED NaTIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Nationality of experis employed as of Mar. 31, 1956 





Number | Percent 


| | | | 
Nationality | Number | Percent | Nationality 


Argentina 
Australia 


~~. ~ 
~ eB -1 


China (Taiwan) -.--..---- . 
ree -| 
Costa Rica 
Cyprus... _- a eal | 
Czechoslovakia 
Denmark... 
Dominican Republic 


= 


Philippines. ---..-- 
Sin itiaen% : 


Bromenanrs 


_ 
Om wr 


tS 


= 
0D Hr BS 
83 


ON Rr 
F] Salvador. -..- 
Finland 


now 


TER icsccnse 

| Turkey 

United Kingdom. _-_- | 
op eee 
Uruguay 
U. 8.8. R- 

Venezuela-- 
Yugoslavia. .....-- 6 
SE cinin. obnatecias 6 | 
Countries undesignated 8 | 


1,019 | 100. 0 


w 
Cone Sa 

bat bas 

t* 

ae ADS 





_ 
“i 








NOTES ON TABLE ON NATIONALITY OF EXPERTS 


In several cases the experts have been shown under the nationality of their 
country of origin although they no longer reside in, and were not recruited from, 
those countries, 

The two experts listed from Czechoslovakia are considered to be refugees from 
the Soviet system. 

The two experts listed from Poland were recruited in Ethiopia and are travel- 
ing on United Kingdom travel documents. They are considered to be refugees 
from the Soviet system. 

The expert from the U. 8. S. R. is working inside the U. S. 8. R., in connection 
with arrangements for the lignite study tour sponsored by UNTAA and the Eco 
nomic Commission for Asia and the Far East (ECAFE). 





559 


UnrtEp Nations ExpaNpDED PROGRAM OF TECHNICAL ASSISTANCE 


Location of experts in field as of March 31, 1955 


Countries UNTAA | ILO | FAO | UNESCO | ICAO! WHO |} Total 


Africa: | 

Bechuanaland -.............--.-- paiainadl SERA 

Ethiopia 

French West Africa sds 

Federation of Rhodesia-Nyasa- 
land 

Gambia... 

Gold Coast 

Ivory Coast 

Liberia 

Libya--.-.- 

Morocco (French) --- 

ME, cc wenaveaneceinn 

Somes sos ccacnneesne 

Sudan. 

Tanganyika 

Tunisia a : ‘ 

Regional projects.............-...- 








Total Africa 





Asia and the Far East: 
Burma... 
COM: a dancctistodcenssx ‘ 
Ceylon 
China (Taiwan) - - 
Hong Kong 
India. 
Indonesia ss 
LAG ee Weinccidecangepaasanesaos 
NEM. j cusdikisaaedboncewsos 
Nepal 
North Borneo 
Pakistan. 


CRU been reamindicans 
Singapore 

Thailand => 
Regional projects.......-.---- 


fotal, Asia and the Far East__- 


Europe: 
Austria. - 
Greece 
SOR dccctnvewe 
Turkey 
Yugoslavia. _- 


Total Europe ------ 


Latin America: 
Bolivia... 
Brazil_. 
CEI nel sti ainasiaeua 
Colombia 
Costa Rica 
Cuba. 
Dominican Republic 
Ecuador 


Haiti_.- 

Honduras 

Jamaica. 

Mexico. 

Nicaragua 

Panama 

Paraguay 

*eru npebiibbaldiiuimninn smite 
"TYR 4. sts es seats ee 
UVGIN co) Hacnamnughtincsninatnen 
Venezuela 

Regional projects 








Total Latin America 











560 
UNiTED Nations ExpANDED PROGRAM OF TECHNICAL AssISTANCE—Continu 


Location of experts in field as of March 31, 1955—-Continued 


] ‘ i - o 1 - i 
ILO | FAO | UNESCO | ICAO | WHO 


Countries UNTAA 


Middle East: 
Afghanistan .--- 
Egypt----- 

Iran 

Iraq 

Israel 

Jordan 

Lebanon. ‘ 

Saudi Arabia_-- 

Syria... 

Yemen ; 2 ati 
Regional projects----- 


NwAISLwWO& 


Total Middle East_-..- 
Interregional projects-.-- 
Total experts in field_--- 


LOCATION OF UNITED STATES EXPERTS | 
EMPLOYED BY UNITED NATIONS 
EXPANDED PROGRAM OF TECHNICAL 
ASSISTANCE AS OF MAR. 31, 1955 


Afghanistan 

Asia and the Far East (regional) 
Bolivia_.- 

Brazil 

Burma 

Central America 

Cevlon.. 

Chile 

China 

Colombia 

( ta Rica 
Dominican Republic 
Ecu 4 lor 


Egypt__- 
f] Salvador 


Gold Coast 

Guatemala- 

Haiti 

Honduras 

Hong Kong 

India 

Indonesia 

Iran 

Iraq 

Israel 

Jamaica 

Jordan 

Latin America 

Leban mn 

Libva 

Mexico 

Near and Middle East (regional) -- 
Nicaragua = 
North Borneo. 

Panama... 

Paraguay... 

Peru 

Philippines --- 

Saudi Arabia_-- 

Syria 

Thailand. 

Turkey 
Uruguay. 
Yemen.. 
Yugoslavia_- 


Tetal.... 
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Unirep Nations EXPANDED PROGRAM OF TSCHNICAL ASSISTANCE 
Total staff and United States nationals as of Mar. 31, 1955 


TOTAL STAFF 


Total cen- 
Central traladmin 
. ; : . Indirect rat - — 
adminis- . ‘ istrative 
operational 
trative taff ind indirect 
staff . operational 


staff 


Experts 


UNTAA 1... 
UNESCO..... 
ILO 
AO 
WHO 
ICAO 


1,019 


! Includes ITU and WHO. 


UNITED STATES NATIONALS 


Central ad- 
ministrative 
Experts and indirect 
operational 


staff 


otal Unit 
States 


UNTAA 
UNESCO._.- 
ILO 

FAO 
WHO 
a a 
TAB 





562 


Unitep Nations EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Estimated “‘local cost” contributions by the recipient countries in support of the 
1955 technical assistance program 


[Expressed in United States dollars] 
Country 


Africa: Estimated amount 
IN ane tics erorac emcee annealed tial ihe cine 18, 000 
10, 000 
5, 000 
: 312, 000 
Ethiopia 200, 000 
Gambia _ _- ik 7 8, 000 
Re Di psi dneriinnphells ami cebaoveiael sive - 2, 000 
ne nw dk ciamanone nein pewanae 1, 000 
c ‘ 1, 000 
bubs: , 427, 000 
Mauritius r ; 4 - 1, 000 
Morocoo (Fr.).........-..- ae canias Meeps 429, 000 
i, . — 2, 000 
Sierra Leone____--_- ; : 5, 000 \ 
Somaliland so icthcaea e scale tee ts 36, 000 
Sudan ee 32, 000 
Tanganyika ea so ; ears 47, 000 
UO. om « eens ig Sie aa Palak , 100, 000 
Liberia i ste a Nae 400, 000 
———-— 5, 036, 000 
Asia and the Far East: 
a te eaiiiselaalrin , 800, 000 
7 : — 200, 000 
800, 000 
, 200, 000 
43, 000 
, 900, 000 
, 500, 000 
22, 000 
Se : 75, 000 
Malaya : sida : Ss 210, 000 
Nepal on mame 60, 000 
North Borneo_-__---- Se ee Spine 57, 000 
a pal i 5, 600, 000 
ONS i. tii rin R eee kee aae aa 1, 089, 000 ( 
Sarawak rele ee 50, 000 
NI dc et cee ar te cask te sd dc 1, 258, 000 
Thailand Ss 1, 081, 000 
Vietnam han me 119, 000 
——— 39, 064, 000 


— » ya dt * * oe 


Europe: 
Austria 200, 000 
NN a a a a ale ts hae 2, 000 
Finland 5, 000 
Greece 40, 000 
5, 000 
2, 000 
Turkey 250, 000 
Yugoslavia , 600, 000 
2, 104, 000 

Latin America: 
Apgentina.....«.... es : 66, 000 
SNE. gs coe wine Me PSS OOS Tees 10, 000 
Bolivia 100, 000 
eg Aaa a ren i a ee ae 400, 000 
British Guiana 8, 000 
i 425, 000 
1, 380, 000 





000 


| Africa regional 93, 000 


| Interregional 210, 000 


Central fund for calendar year 1955: 
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Estimated “‘local cost” contributions by the recipient coutries in support of the 
1955 technical assistance program—Continued 


Country Estimated amount 
Latin America—Continued 
Costa Rica 105, 000 
Dominican Republic uo 150, 000 
Ecuador ; 160, 000 
El Salvador 260, 000 
Guatemala 121, 000 
iti 180, 000 
10, 000 
690, 000 
Nicaragua 200, 000 
I Sak cc at ca abide cx vata SORA A Oe i , 500, 000 
Paraguay = 350, 000 
103, 000 
Uruguay - - - 200, 000 
Venezuela : 100, 000 
—— - = 6, 518, 000 


| Middle East: 


Afghanistan _-__- 250, 000 
, 100, 000 
, 423, 000 
180, 000 
200, 000 
23, 000 
76, 000 
60, 000 
610, 000 
15, 000 
4, 937, 000 


Asia ard the Far East regional 603, 000 
Latin America regional , 404, 000 
Middle East regional 359, 000 


— 2, 669, 000 


Total estimated local contributions. -_.._.._._.______--_- 60, 32 28, 000 


Pledged by 64 other governments___-___.._---- 13, 000, 000 
Proposed United States contribution 15, 000, 000 


5; Er proposed contributions to central fund 28, 000, 000 
Estimated local contributions---.......--.---------- saGnuhinat 60, 328, 000 


Total estimated contributions to central fund and local con- 
IO otter CORT ist ee a ON a 88, 328, 000 


Proposed United States percentage of central fund for 1955 53. 6 
| Proposed United States percentage of central fund and local con- 


tributions 17. 0 
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Unrrep Nations ExpanpEep PRoGRAM OF TECHNICAL ASSISTANCE 





Contributions and estimated contributions to central fund 















































{In millions] ‘eyl 
{ 
ey ee ee Other gOv- |rryitad States Tats United Stat 
Calendar year amen + nited States otal percentagy ., 
(Dit 
| 
1950-51 (18 months) - -- $8 $12 $20 60 
1952 7.4 11.4 18.8 60 
1953 : : 9. 6 12.8 22. 4 A7 
1954 . bie bbe 11.4 13.9 25.3 55 heud 
1955 oN i a a . 13 115 28 } 
1956 ee - 215.5 115.5 31 








roposed. 


ip 
2 Estimated. 


S. S. R. CONTRIBUTIONS TO THE UNITED NATIONS EXPANDED PROGRAM OF 
TECHNICAL ASSISTANCE 





The U. S. S. R. did not contribute to the United Nations expanded program of 
technical assistance until the summer of 1953. At that time, it offered 4 millio1 
rubles, equivalent to $1 million, to the U. N. program, but attached conditions 
which made its pledge unacceptable. These conditions were later removed and 
in March 1954 the first U. S. 8. R. contribution was accepted, The Soviets have 
since contributed a similar amount to the program for 1954 and have offered the 
same amount for 1955. Their satellites are likewise now contributing. There 
is now available to the program a total of $8,350,000 in contributions and pledges 
from all ruble sources. 

Like the contributions of some other countries, the Soviet contribution to the 
United Nations technical assistance program is nonconvertible except as shown 
below. There are only three ways in which the contribution can be used: 
snlaries of Soviet experts, training grants for U. N. fellowships within the Soviet 
Union, and Russian supplies and equipment. Nonconvertible contributions are 
permissible under the rules of the program. 

Experts employed in the program are compensated in the currency of their 
nationality or place of residence when recruited, except for a portion of the 
salary and the allowances which are paid in the currency of the country where 
the expert is serving. Thus, American experts receive their basic salaries in 
dollars, British experts in pounds, and Russian experts in rubles. The ruble 
contribution may be converted to other currencies for purposes of defraying 
travel costs, allowances, and incidental expenses of experts. Otherwise the 
ruble contribution may not be converted to other currencies. No payments 
would be made to Soviet experts from the United States contribution to the U.N. 
technical assistance program. 

Out of the $3,350,000 which is so far available in rubles, the Technical Assist- 
ance Board has approved for implementation in 1955 a total of $1,636,240 in ruble 
projects. Of this amount, $1,134,000 is for projects to be carried out by the U.N. 
Technical Assistance Administration (UNTAA) and $502,240 to be carried out 
by the Food and Agriculture Organization (FAQ). Approximately $1,500,000, 
or 91 percent, of the total will be used for Soviet supplies or equipment. No 
equipment has yet been delivered. 

Three of the projects would involve provision of a total of seven Russian 
experts. These include 4 experts for 9 months each on an Indian statistical 
project, an expert for 5 months, and 10 fellows for 1 month each in connection 
with the general economic survey in India, and 2 experts within Russia in con- 
nection with a study tour of 10 Southeast Asian officials to Russia to observe 
lignite production methods. One expert is now employed for the study tour. As 
of May 1, 1955, no nationals of the 3 states that contributed in rubles have been 
employed as technical assistance experts to be sent to underdeveloped countries. 
No expert from any of the countries closely associated with the U. 8. 8. R. has 
heen recruited, although several experts who no longer reside in, but who are 
technically nationals of those countries, have been recruited. 

Under the rules and procedures of the technical assistance program no experts 
ean be sent to a country or training grants awarded or Soviet equipment used 
without the consent of the recipient countries. 
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STATUS OF PROJECTS UTILIZING RUBLES 


Projects approved for 1955 (total, $1,636, 240) 
Ceylon : 
UNTAA: Chemical and allied products equipment (carpentry 
shop equipment for salt workers in off season) ~.______ ; $9, 000 


Chile: 
UNTAA: Equipment for technical schools and institutions (in- 
dustrial, meteorological, agricultural) al 200, 000 
Heuador : 
UNTAA: Housing equipment (testing equipment for local build- 
ing materials) 


India: 
UNTAA: 

Statistics (4 experts for 36 months; oe —electronic 
computers and calculators) —_ a asi 504, 950 

General economic survey (1 expert for 5 5 months, 15 ) fe llows 

for 1 month each—study tour to U. S. S. R. to see technical 
training) : ; Sere ee He 20, 050 
TR OURI Ur Mee cs cs _. 525,000 

FAO: Animal production and diseases-c control ejuipme nt (1: ibora a- 
tory equipment) ; knaiceeaialeaii 11, 000 


Total India 5356, 000 


Jordan: 
UNTAA: 
Chemical and allied products equipment (hydraulic press 
and. olive cll COMEPIT UMC) © 26 nein einen 2. 000 
Mineral resources development equipment (core-drilling 
equipment) ‘ 10, 000 


Total Jordan 12, 000 


akistan: 
UNTAA: 
General economic survey equipment (drilling and grading 
equipment ) 
Water resources development equipment (drilling equip- 
ment) 


Total UNTAA 


FAO: 
Land and water use and farm machinery equipment_-_ 20, 000 
Irrigation projects equipment_ - 87, 400 


Total FAO___-_- : 4 107, 400 
Total Pakistan __- ae seed, --- _ 807, 400 


Yugoslavia : 
UNTAA: 

Fabricated metal products equipment (equipment in connec- 
tion with project for advising on fabrication of metal 
products) - pees 

Power production equipment (equipment for. rur: al elec tr ific a- 
tion demonstration center) —~---.---~- 

Mineral resources development equipment (equipment for 
project in connection with production of heavy paraffin oil 
and lignite) Bc eee 

Chemical and allied industries equipment (equipment for 
production of insecticides) -_-------------------- 


Rete Tie 6 ie rn wk anconee 





566 


Projects approved for 1956 (total, $1,636 ,240)—Continued 


Yugoslavia—Continued 
PAO: Irrigation peosect enmieeieie oc... nn cn cicncnwesus $76, 200 


Total Yugoslavia 169, 200 
Asia and Far East, regional: 
UNTAA: Mineral resources development study tour, Economic 
Commission for Asia and the Far East (ECAFE) (10 fellow- 
ships, 2 experts in Russia—group of Southeast Asian officials 
to visit the U. S. S. R. for several months to observe methods of 
lignite production) 
Middle East and Asia, regional (primarily Iran and Burma) : 
FAO: Forestry development equipment 
Near East, regional: 
FAO: Desert locust control equipment 32, 500 
Asia, regional: 
FAO: Fishery equipment 57, 300 


Total rubles approved for use by UNTAA , 134, 000 
Total rubles approved for use by FAO 502, 240 


Total rubles approved for use in 1955 , 636, 240 
Purchase of Soviet supplies and equipment 


Approximately 91 percent (approximately $1,500,000) will be used for the 
purchase of Soviet supplies and equipment. 


Soviet experts and training grants 


Three of the approved projects involve Soviet experts or training grants within 
the U. S.S. R. These provide for a total of seven Russian experts which include: 
(a) Four experts for 9 months each in an Indian statistical project; 
(b) An expert for 5 months for a general economic survey in India. 
This project also provides for 15 fellows to go to the U. 8. S. R. for 1 
month each; 
(c) Two experts within Russia in connection with a minerals resources 
development study tour of 10 southeast Asian officials to Russia to observe 
methods of lignite production. 


ADDITIONAL PROJECTS UNDER CONSIDERATION 


New requests have been received from the Government of India for the utili- 
zation of approximately $1,900,000. All of the requests are for equipment with 
the exception of one project totaling approximately $42,000 for experts and 
equipment requested by the Ministry of Food and Agriculture. These requests 
have not as yet been approved by the Technical Assistance Board. 


Summary 
Total rubles available $3, 350, 000 


Projects approved 1, 636, 240 
Projects under negotiation 


Total 


Estimated for purchase of equipment: Approximately $3,358,000 or 95 percent 
of total requests. 
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Countries and territorves receiving technical ossistance under U. N. expanded program 
of technical assistance, calendar year 1955, and/or United States technical coopera- 
tion or aenang rar eore fiscal year 1955 





United States 
technical 
| cooperation 


| or technica 
| or technical | ance program, 


| exchange pro- 
— calendar year 
eae Sa 1955 


year 1955 


United Nations 
expanded tech- 
nical assist- 





A, Near East, Africa, and South Asia: 
_ Afghanistan. iia atiaioke : 


 Eekpia. 
Greece - wae 


Lebanon 


Libya 

Nepal 

Pakistan 

Turkey - - 

Saudi Arabia__...----- 
Syria 

Yemen 

Tunisia_. 

Belgian Congo. --- 
Ruanda-Urundi 
French Equatorial Africa __- 
Madagascar 

Gambia 

Sierra Leone 

Gold Coast... ..-.--- ; 
Nigeria 


AAAAAAKM AKA AAAAA 
AAKAAAAAAAAAAAAAAAAA 


U ganda 

Central African Federation_ 

Angola___- e 4 

Mozambique. 

Somalia 

Azores. ....- 

British Somaliland _. 

Cameroons (French West Africa) - 

Algeria Sit edo 

British East Africa. 

Ivory Coast---- 

Basutoland - - -- 

Bechuanaland _ __- 

Morocco... 

Mauritius__-- 

Sudan -_ - 

Tanks nyika 

r East: 

Cambodia 

China (Formosa) 

Indonesia 

Japan 

Korea 

Laos ; 

Philippines. -- 

Thailand - 

Vietnam -_-- 

Burma 

Ceylon-_.-._- 

Sarawak... 

Singapore -- 

New Guinea 

Malaya. 

Fiji Islands 

Hong Kong-.-_---- 

North Borneo. ._.- 
C, Latin Ameriea: 

Bolivia. _ 

Brazil_- 

Chile 

Colombia 

Costa Rica 


HKKKKKKKKKK KKK 
| MK KK 


AAAAAAAAA 


SISSii 


—_— 
7 
Mba babdd bit KKK AKAM KM AKAM HAA A KAA KAA 
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Countries and territories receiving technical assistance under U. N. expanded progray 
of technical assistance, calender year 1955, and/or United States technica! coop: 
tion or exchange programs, fiscal year 1955—-Continued 


| United States 
technical 
cooperation 
or technical 
exchange pro- 
gram, fiscal 
year 1955 


United Natio 

expanded tee! 

| nical assist- 

| ance progran 

calendar yea 
1955 


C. Latin America—Continued 
Cuba ‘ 
Dominican Republic 
Ecuador 
E] Salvador 
Guatemala__- 
Haiti____- 
Honduras_. 
Mexico.__-- 
Nicaragua. 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 
Surinam 
British Guinea 
Barbados 
British Honduras - - 
Trinidad 
Jamaica_ 
Windward Islands- -- 
Leeward Islands 
Argentina 
Curacao 

D. Europe: 
Austria 
Denmark --__- 
France 
Germany (Federal Republic) 
Iceland.....--- ba 
Italy a 
Netherlands_ - - - 
Norway...---- 
Portugal __---- 
Spain _- 
Yugoslavia 
Finland_. 
RR. can cee 
Malta 


| 


4 bd bd bd Od bd Od 
bi bd) bd bd bt bd bd bl dt bd od dd 


wr 


Md bd 








Unitep Nations EXPANDED PROGRAM or TECHNICAL ASSISTANCE 


Government contributions by years as of May 31, 1955 


[United States dollar equivalents] 


: : Calendar year 1955 
1950-51 Calendar Calendar Calendar 


( Vv . - 2 
Country year 1952 | year 1953 | year 1954 


Pledge Payment 


Afghanistan. .....-.-- sie $7, 001 57, 001 $10, 000 000 $10, 000 
({rgentina_..-. , a 200, 000 200, 000 200, 000 7 O00 300, 000 
Australia. -..-... 400, 921 190, 000 400, 000 000 100. 000 $250, 000 
Austria be soméuee 19, 231 19, 231 19, 231 231 38, 462 
Belgium - - - - Ldibboon 270, 000 270, 000 297, 000 , 500 337, 500 
Bolivia... ‘ nie 12, 500 12, 500 25, 000 7, 895 R05 
Brazil_--- 459, 459 $59, 459 459, 459 40, 541 in 
Burma 7, 500 8, 000 12, 000 2 000 000 
Byelorussian 8. a 50, 000 000 
Cambodia. ---.--- 5, 000 5, 000 , 000 
Canada ‘ “ 772, 727 000 800, 000 | 000 x 000 
Ceylon...-. 15, 009 000 15, 000 15, 000 _ 000 
Chik pre enstiersaaee 90, 000 194 209, 032 5S, 909 O00 
China nis a je 10, 000 000 10, 000 000 _ 000 
( 
\ 
( 
( 


‘olombia__- bw 51, 020 000 100, 000 000 OU0 100, 000 
ste FIGR.cdcsn cess 5, 000 5, 000 5, 000 000 000 7 OOK 
‘uba : . 50, 000 , 000 50, 000 ss 
‘zechoslovakia - -. : 144 144 69. 444 
Denmark. - - k : 95, 555 585 $34, 342 342 AAO, 166 74. 731 
Dominican Republic ‘ , 000 10, 000 O00 20, 000 20, 000 
Rounder... cuss 6, 300 5, 300 6, 400 , 400 000 3, 333 
Egypt 81, 850 , 850 86, 157 157 517 
E! Salvador-.---.--. . 5, 000 5, 000 6, 000 000 , 000 
Ethiopia... 20, 129 000 20, 000 000 20), 000 
Federal Republic of Germany 048 148, 810 , 810 810 
Finland " 5 “a 5, 000 000 10, 000 000 5, OOO 
France... ‘ 1, 207, 500 643 , 207, 500 1, 207, 500 3 571 
Greece... 20, 295 20, 295 20, 295 , 000 000 
Guatemala 5, 000 , 500 7, 500 , 500 _ 500 
Haiti 34 6, 000 2, 000 12, 000 2, 000 , 000 
Honduras 8, 000 8, 000 9, 600 000 , 000 
Iceland . -._- wot a 2, 500 2, 800 2, 806 2, 806 
India... 240, 000 275, 000 275, 000 000 00, 000 
Indonesia__ - ‘ | 121, 522 3, 860 63, 585 790 \5, 790 
Iran . - See | 40, 000 , 000 40, 000 50, 000 50, 000 
ee ae : } 5, 005 5, 000 11, 201 , 953 , 002 
Ireland me a 13, 994 002 001 002 
Israel . _ - ; 27, 988 28, 003 40, 000 50, 000 27,778 
Italy ? d : 93, 000 93, 000 93, 000 000 ‘ 000 
Japan is a 000 80, 000 000 
Jordan is aed R15 
Korea eam 5, 000 5, 000 3, 000 000 
Laos . ahs Se. ‘ 5, 000 2, 823 857 
Lebanon__-- 6, 556 6, 846 6, 846 », 846 
Liberia _ - i 8, 000 2, 000 12, 000 5, 000 
Libya hk 3, 000 3, 600 
Liechtenstein_-_-- - 467 
Luxembourg 2, 520 2,! 2, 500 2, 500 
Mexico 34, 68: 34, 682 34, 682 
Monaco 2, 857 Re 1, 143 , 429 
Netherlands - - 400, 000 . 421, 053 600, 000 440. 000 
New Zealand - -- : 124, 138 26, O1 125, 593 125, 593 
Nicaragua. --.- ; ; 5, 5, 000 5, 000 
Norway : 34, 999 5 69, 999 97, 998 000 55, 999 
Pakistan oad 140, 663 51, 10% 166, 213 166, 213 213 
Panama... .. ; 3, 3, 000 3, 000 
Paraguay --_--- 5, 5, 000 &, 000 8, 000 
Peru 10, 000 12, 000 
Philippines_ -- -- . 50, 000 50, 50, 000 55, 000 55, 000 
Poland pode ; i 75, 000 75, 000 75, 000 
Saudi Arabia. - --.- ba 15, 15, 000 15, 000 15, 000 
Sweden s | 96, 52! 357, 3R6, 623 483, 279 579, 934 
Switzerland ___- ee 233, 6 218, 231, 852 233, 372 233, 372 
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Government contributions by years as of May 31, 1955—Continued 


Calendar: year 1955 
Countr Calendar | Calendar | Calendar 

y year 1952 | year 1953 year 1954 ages 
Pledge Payment 


$11, 410 $11, 410 $11, 410 $11, 410 
19, 758 34, 000 40, 000 
182, 000 


United Kingdom. ...--.-.-- --| 2,128,255 | 1, 260,151 , 240, 2, 240, 000 
United States | 12,007, 500 112, 767, 145 5 

ST RR ss oes ee connect 1, 000, 000 
TN ah end dnne sence 75, 000 
i i ee le Seen ashe 
INS ii bebtgesacotmuban’ 25, 000 
Vietnam 7, 500 7, 500 |-- 
y TR ee ae a $ 2, 100 2, 100 
Fein kactdecccnccnscal 62, 500 82, 500 





—— | a ae _ I sahaliittens tea 
Total pledges 20, 035, 578 18, 797, 232 | 22, 405, 633 | 25, 342,462 | 19,428,885 | 11, 540, 857 


Unpaid pledges as of May 31, | 
5 99, 408 6 52,000 | 7242,908| 8 700,193 
Total contributions. ___- | 19,936,170 | 18, 745,232 | 22,162,725 | 24, 642, 269 
Number of countries pledging | | 
per year 54 65 69 74 


1 Of this amount, $8,171,333 was paid from funds appropriated for fiscal year 1953 and $4,595,812 from 
funds appropriated for fiscal year 1954. 

2 Of this amount, $3,904,188 was contributed from funds appropriated for fiscal year 1954 and $9,957,621 
from funds appropriated for fiscal year 1955. 

3 Appropriated in Second Supplemental Appropriation Act, 1955, Public Law 24, 84th Cong., approved 
Apr. 22, 1955. 

4 Pledge for 1953 program originally offered in July 1953 with limitations attached which made it un- 
acceptable. These limitations were removed in March 1954 and contribution was then accepted. In 
June 1954 the U. S. S. R. offered 4 million rubles, equivalent to $1 million, for the 1954 program. 

5 Unpaid pledge: Uruguay, $99,408. 

6 Unpaid pledges: Cuba, $50,000; and Korea, $2,000. 

7 Unpaid pledges: Brazil, $84,908; Cuba, $50,000; Guatemala, $5,000; Italy, $93,000; Peru, $10,000. 

8’ Unpaid pledges: Belgium, $67,500; Brazil, $321,406; Ecuador, $6,195; Honduras, $8,000; Iran, $50,000 
jy $10,000; Italy, $96,000; Mexico, $34,682; Paraguay, $8,000; Peru, $12,000; Syria, $11,410; and Uruguay, 

75,000. 


Note.—These figures represent contributions to the U. N. technical assistance special account from 
which allocations to the participating agencies are made. They do not include contributions made by 
recipient governments to the cost of projects carried out in their own countries in local currency or goods 
and services. These local contributions are estimated to be approximately twice the cost borne by the 
participating agencies financed from the special account. 

















OBLIGATIONS 


Mr. Fernanvez. Let us see if I can understand these obligations by 
months under tab No. 10. 

You have $19,464,742 of total obligations at the end of December 
with payments of $15,779,000, leaving a balance of obligations of 
$3,685,749. 

Now, as I understood you, you had money to pay that and did pay it. 
If you had not paid it, then when you set up on January 1 obligations 
of $8,568,000, that, plus $3,685,000 would have been obligations unpaid. 

Mrs. WestFratL. Yes; that is correct. 

Mr. Fernanpez. And that would make a total of $12,253,742. 

Mrs. Westratt. Which you could very well call unliquidated obli- 
gations. The $3,685,000 of anliuidinted obligations applies to 1954, 
whereas the $8,568,000 applies to 1955. 

Mr. Fernanpez. Except for the fact that you did have the money 
and did pay it before January 1? 

Mrs. Westratu. They had not been paid before January 1, but the 
1954 unliquidated obligations are in the process of being liquidated 
now. 
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t un- 
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Mr. Fernanpez. And you have the money there? 

Mrs. WEsTFALL. Yes. 

Mr. Fernanvez. So you did not set them up as unpaid obligations, 
long with the $8,568,000 ? 

Mrs. Westra. The two different obligation figures applied to the 
individual years. 

Mr. Passman. Thank you very kindly, and if you could get that 
information to us this afternoon, we would appreciate it. 

(The material was furnished for the use of the committee. ) 


UNITED NATIONS CHILDREN’S FUND 
WITNESSES 


DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 

WENDELL B. COOTE, OFFICE OF INTERNATIONAL ADMINISTRATION, 
DEPARTMENT OF STATE 


Mr. PassMaNn. Dr. Eliot, we are very pleased to have you before 
the committee. I believe that you are appearing to justify the request 
for $14,500,000 for the United Nations Children’s Fund for the fiscal 
year 1956. 

Do you have a statement that you would like to make at this time? 


GENERAL STATEMENT 


Dr. Extor. Mr. Chairman, I have a statement that I would like 
to file for the record. 

Mr. Passman. It will be inserted in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF Dr. MARTHA E.iot, UNITED STATES REPRESENTATIVE ON THE 
UNICEF EXxeEcuTIve BoArp ON UNITED NATIONS CHILDREN’s FUND 


It is a pleasure, Mr. Chairman, for me to appear before this committee again 
to report to you on the outstanding work being done by the United Nations 
Children’s Fund, more commonly known as UNICEF, in connection with the 
request of $14.5 million which is pending before the committee. 

The request of $14,500,000 for UNICEF is for the 18-month period from July 
1, 1955, to December 31, 1956. Of this amount $4,800,000 would be applied to the 
last 6 months of calendar year 1955, which, together with the $4,200,000 already 
appropriated for the first 6 months, would result in a total of $9 million for the 
full calendar year. The remaining $9,700,000 of the request would be for calendar 
year 1956. ‘The reason for the 18-month request is to bring the authorization 
and appropriation of United States funds for UNICEF into line with the UNICEF 
program (viz calendar) year. Approval of this request would make it possible 
for the United States to make its pledge for the full calendar year 1956 program 
prior to the beginning of the year, and would, as a result, facilitate the planning 
iid operation of the UNICEF program. 

The current appropriation for UNICEF extends through June 30, 1955, the 
end of the United States fiscal year 1955. The UNICEF program, however, is 
operated on a calendar-year basis, and all other participating governments make 
their pledges to UNICEF for the full calendar-year program. The fact that the 
United States appropriation is on a different basis tends to complicate the pledging 
and contribution of funds. This is particularly true with respect to the per- 
centage question, for it is very difficult to apply a percentage figure in the middle 
of the program year. The fiscal year basis of the United States pledge also 
makes it more difficult for UNICEF to plan its program for the year, since it 
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does not know in advance how much the major contributor will give. This is, 
serious problem and the solution is dependent in a large measure upon the 
action which the United States Government takes with respect to the futur 
authorization and appropriation of funds. 

I would like also to say a few words about the percentages of the United State 
contribution. Fora number of years the United States contributed approximate 
ly 70 percent of the Government contributions paid into the central account of 
UNICEF. As the number of governments contributing to UNICEF have increase 
and the financial condition of many of the contributors improved, the Unite; 
States determined to reduce its percentage. At the same time, however, this 
Government is anxious to avoid reducing its percentage to such an extent that 
it will drastically curtail the program. Such action would destroy the good wil 
and cooperation which the United States has built up through its support of the 
program. In accord with these objectives, the United States percentage is gradu. 
ally being reduced over the 18-month period from July 1, 1954, to June 30, 1955 
from 70 percent to 60 percent of the central account. The proposal before you 
ealls for a continuation of the 60 percent ratio through the remainder of calen- 
dar year 1955, and a further reduction to 57.5 percent in calendar year 1956 
We believe that such a reduction is sound and that it will not have an adverse 
effect on the UNICEF program. It does not in any sense represent a declining 
interest in the program on the part of the executive branch. 

The United States has always contributed generously to the children’s fund 
In the 8 years of the fund’s existence this Government has contributed a total 
of $105,531,000. Other governments, I am pleased to say, have responded ver 
well to the fine example set by the United States. In 1954, a total of 60 govern 
ments other than the United States pledged or contributed to the central account 
of UNICEF, as compared to 53 in 1953, and 39 in 1952, and 34 in 1951. The 
amount of contributions from other governments has increased from $4.6 million 
in 1953 to $5.3 million in 1954—an increase of over 15 percent. Indications are 
that there will be a further increase in 1955. As of June 1, for example, 44 other 
governments, including 6 which had not previously contributed to the children’s 
fund, had pledged a total of $4.47 million, or an increase of 7.7 percent over the 
combined pledges of these governments for 1954. A number of governments have 
still to make their pledges for 1955. 

Of even more importance than their contributions to the central account are 
the increasingly large sums which the governments receiving assistance are con- 
tributing to UNICEF-aided projects in local currencies and im such other form 
as local personnel, services, transportation, and locally available supplies, equip- 
ment, and facilities. Of the total contributions that got into UNICEF-aided pro- 
grams, only about one-third are provided through the central account. These 
local contributions comprise the remaining two-thirds. In 1954, for example, the 
recipient governments contributed $32.5 million in local contributions. Since 
other governments that the United States also contributed $5.3 million to the 
central account, the resultant proportion of the United States contribution t 
total government contributions to UNICEF from all sources is only 18 percent. 

I think that it is important to emphasize that in no sense is UNICEF a giveawa) 
program. On the contrary, it is a self-help program. A project assisted by 
UNICEF is a cooperative venture in which funds contributed by UNICEF are 
“matched” in local resources by the assisted governments. There are good reasons 
for this emphasis on self-help. The countries respond more favorably and better 
and more lasting results are achieved when things are done with them and not 
merely for them. Furthermore, this cooperative approach emphasized by 
UNICEF has awakened in the peoples receiving help a sense of pride and impor- 
tance which has motivated them to action well beyond that which could be accom- 
plished through governmental action alone. 

Secondly, UNICEF could not do everything even if it set out to do so. The 
resources available for international assistance are far too inadequate to meet 
the immense needs in the field of child health and welfare throughout the world 
UNICEF's role is not to assume responsibility itself for instituting and con- 
ducting child health and welfare programs, but to encourage and assist indi- 
vidual governments in developing their own projects and expanding their own 
efforts in this field. Again, children’s needs are so great that UNICEF neces: 
sarily restricts its activities to a limited number of these needs. UNICEF 
concentrates on problems toward the ultimate solution of which the governments 
themselves can contribute most effectively from their own resources, especiall) 
in workers, where international aid can initiate the greatest improvement. 
These areas are principally: (1) Basic maternal and child health training 
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and services, including the establishment of rural health centers and clinics 
and the training of nurses and midwives; (2) mass health campaigns against 
such crippling and killing diseases as malaria, yaws, tuberculosis, trachoma, and 
leprosy; and (3) activities to improve nutrition, including long-range child 
feeding programs and the increased production and use of milk. The concrete 
results of these UNICEF programs have been experienced by children and mothers 
even in the remotest villages. The productive energy of many persons, formerly 
blunted by hunger, poverty, and disease, has been released and channeled to 
constructive uses. 

In 1954 programs aided by UNICEF reached more countries and more children 
and mothers than in any previous year. During the year UNICEF assisted 
250 programs in 88 countries and territories, as compared to 200 programs in 78 
countries and territories in 1953. More than 28 million children and mothers 
penefited from the mass health and long-range feeding programs in 1954, as 
compared to 21 million in 1953. In addition many more children and nursing 
and pregnant mothers received benefits from the maternal and child welfare cen- 
ters aided by UNICEF. Aid has now been approved for over 7,000 of these 
centers, mainly in rural areas. The centers are on a very modest, and often 
primitive basis; but to peoples who have had no health services or facilities 
whatsoever, they represent great hope for success in the continuing struggle 
against infant mortality and disease. 

These figures are impressive; yet, like all statistics, they are cold. They can- 
not begin to portray the warmth and hope and vigor that UNICEF has kindled 
among the needy and disease-stricken children of the world. 

The main emphasis then, of the UNICEF program is to help the underdeveloped 
countries in the development of their own permanent program aimed at solving 
problems of maternal and child health that have afflicted generations of their 
children. UNICEF also uses a limited amount of its resources to provide emer- 
gency assistance for the victims of catastrophes such as earthquakes, floods, 
droughts, and famines, where the welfare of the child population is seriously 
affected. Such aid is in the form of food, clothing, and blankets. In 1954 emer- 
gency assistance constituted approximatley 17 percent of total UNICEF program 
assistance. This is in contrast to the 76 percent expended on emergency aid 
in the early years of the fund. 

Last year you asked me whether I could describe the types of projects that 
will be carried out in the period ahead. I have been fortunate in obtaining some 
preliminary estimates. They are based on initial discussions by the UNICEF 
regional staff with the various countries concerned. Some projects would be 
entirely new; others would be extensions of existing programs. These pre- 
liminary requests—more than 150 in number—have been made by over 70 coun- 
tries. They cannot be developed into final firm requests until the administra- 
tion of UNICEF, knows, at least approximately, how much it can count on in 
the central account for the remainder of 1955 and for 1956. 

The greatest interest among the beneficiary countries still lies in extending 
maternal and child welfare centers, since some 40 project requests fall under 
this heading. Malaria control comes next with 27 requests. Long-range feeding 
programs, including school and preschool children, are third with 24 requests. 
In addition tuberculosis prevention, yaws control, trachoma and leprosy treat- 
ment programs and milk-drying and pasteurizing programs remain popular, each 
accounting for a number of proposals. 

Altogether it is estimated that these projects would cost in the neighborhood 
of $15 million. In addition, allowance must be made for some emergency alloca- 
tions as in the past, though probably not in excess of 15 percent of the total, and 
for administrative and operational costs. It is hoped that allocations at least 
in the amount of $18 million can be realized. To reach this figure it is estimated 
that the United States contribution should be in the amounts presented to you in 
this justification. 

The needs of children remain largely unmet in many areas of the world. Yet 
each year, through the inspiration and material assistance furnished by UNICEF, 
With the enthusiastic support and cooperation of the countries concerned, in- 
creasing inroads are being made on unhealthful and insanitary conditions; and 
disease and malnutrition, though still abundant, are in slow but full retreat. 
Millions of children, as a result, will be able to live a better and more productive 
life, and the foundations of international peace and understanding for the future 
will be immeasurably strengthened. 
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Dr. Exror. With your permission, I would like to make a few re. 
marks about the program that I have observed during the past year, 
and comment on three aspects of the statement that I have submitted 
that seem to me to be particularly important in relation to the request, 

I am here to support the request for $14,500,000 for the United Na. 
tions Children’s Fund. I would like to say as the representative of the 
United States on the executive board of the Children’s Fund that it is 
my opinion that the program has been going forward satisfactorily 
during the past year, since I last appeared before this committee. 


CHILD HEALTH AND WELFARE PROGRAMS 


The projects in some 90 countries in the field of child health and 
welfare are proceeding in a productive manner, as far as I see, with 
respect to the children of those countries. 

We have reported to you previously the types of projects that the 
countries undertake with the money contributed from the United Na- 
tions Children’s Fund. I would like to remind you that much of the 
effort and money go into the development of maternal and child wel- 
fare centers in villages and towns located in these underdeveloped 
countries that are assisted by the fund. 

I have pointed out to you in the past that some of the money is used 
to help train and support midwives in these villages, which have a 
serious need for their services. Some of the money goes for the em- 
ployment and training of supervisory nurses who help on a regional 
or district basis within the countries, to bring the type of work, the 
quality of work, of these midwives always to a higher level. 

You will remember that in the past I have described to you the mass 
health programs of the United Nations Children’s Fund. I would 
like to refer again to the work that is done in the treatment of chil- 
dren affected with that disease called yaws; that serious infection 
which is manifested by skin lesions and other lesions and which is very 
crippling to these children. It can be crippling for life if it is not 
treated adequately. We know penicillin will cure this disease. 

Recently when I was privileged to attend the World Health Assem- 
bly in Mexico, I was able to talk with the chief medical officer from 
the country of Thailand, and I asked him how the program for the 
treatment of children with yaws was coming along, because some years 
ago I visited that particular program and have, I think, reported some- 
thing on it to you before. 

He told me that approximately 60 percent of the population that is 
subject to this disease—and may I say, this includes largely the chil- 
dren in the population—has now been examined and, where necessary, 
treated. There remains about 40 percent to be covered. He says that 
program is not only having a beneficial effect on the children them- 
selves and making them fit to grow up and enter later into productive 
work, but the fact that this program is so successful is making it possi- 
ble for the health department of the Government of Thailand to 
develop other types of public health work because of the people’s con- 
fidence in their program. 
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TUBERCULAR CONTROL PROGRAM 


The tubercular control program in many countries is also proceed- 
ing satisfactorily. In 1954 some 37 million children were tested for 
susceptibility to tuberculosis, and some 13 million children were vac- 
cinated against tuberculosis. It is estimated that in 1955 still more 
children will be tested and vaccinated for tuberculosis. 


MALARIA ERADICATION 


The malaria eradication program is going forward effectively in 
many countries. The Children’s Fund in recent years has also been 
assisting programs in the field of leprosy control. Two years ago a 
program was started in Nigeria, and during this current year leprosy 
control programs will be started in at least 2 additional countries, 
and I think in 1955 in 2 more countries. 

Likewise, trachoma control is moving forward satisfactorily and 
with great effect and good results among the children of a number 
of countries. 


MILK 


The program of milk pasteurization and drying plants, the con- 
struction of these plants, also is moving ahead. Altogether the fund 
has approved plans for the construction of about 175 of such pasteuri- 
zing, or milk drying plants in countries which have not had them up 
tonow. This is a good pragrom. 


LONG-RANGE FEEDING 


Then many, many children in the various countries of the world, 
both of school age and preschool age, benefiting through what are 
known as long-range feeding programs. Many of these programs 
are carried out through the maternal and child welfare centers. 

I have watched this program with enormous interest, and I can 
assure you that every consideration is being given to carrying them 
out in the most effective way possible within the command of these 
countries. 

At this point, Mr. Chairman, I wish to discuss three significant as- 
pects of our request. 


REQUEST FOR 18-MONTH PERIOD 


The request is to cover the 18-month period from July 1, 1955, to 
December 31, 1956, the same problem that you have had before you in 
relation to some of the other programs. Of the $14,500,000 that we 
are requesting, $4,800,000 is for the last 6 months of the calendar year 
1955. When this amount is added to the $4,200,000 that was appro- 
priated last year for the first 6 months of the calendar year 1955, it 
makes a total for this calendar year of $9 million. 

Now, the remaining $9,700,000 of our request is for the calendar 
year 1956. The United Nations Children’s Fund, like several other 
United Nations organizations, operates on a calendar year basis. The 
Executive Board, of which I am a member, meets twice a year in 





March and September. It is difficult for the administration of the 
Children’s Fund to plan its program with assurance and to prepare to 
allocate funds to countries bor new, or extended, projects at its regu. 
lar March and September meetings if it dees not know until after the 
March meeting what.its resources will be for the calendar year in 
which it operates. 

Planning with countries for new projects must be begun a good 
many months ahead of such a board meeting, sometimes 6 to 1) 
months. When the administration of the Fund comes before an Ex- 
ecutive Board meeting, they must present a firm proposal from the 
country requesting assistance. If the United States contribution 
for the total calendar year 1956 can be decided in midsummer of 1955, 
that is, at this time, UNICEF can prepare projects to be presented 
to both the Executive Board meeting next March and September 
1956. These projects will be better because they need not be developed 
with uncertainty as to funds, or in too much haste. 

When the amount of the United States contribution for the last 6 
months of any calendar year, such as the year in which we are now 
operating, is not known until midsummer of that year, as is the case 
at this time, many projects may have to be postponed until next year, 
and others may have to be prepared too hastily. By proposing that 
the appropriation for fiscal year 1956 include the whole calendar year 
1956 as well as the last 6 months of 1955, we would overcome a past 
difficulty and set the stage for regular annual appropriations cover- 
ing the next calendar year. We hope that the committee will agree 
to this plan, as we feel sure it will help and improve the planning and 
the operating process of the Children’s Fund. 


PERCENTAGE OF UNITED STATES CONTRIBUTION 


The second point that I would like to make has to do with the per- 
centage of the United States contribution to the Children’s Fund. If 
we consider only the central account of the Children’s Fund, we find 
that the United States’ contribution now amounts to roughly 60 per- 
cent. This is nearly 10 percent less than in the preceding year. 

In 1952 and 1953 it was about 70 percent. Onder the proposal this 
60 percent figure will be maintained throughout the calendar year 
1955 and it will be reduced to 5714 percent in the calendar year 1956. 

The number of other governments contributing and pledging to the 
central account of the Children’s Fund has increased from 39 in 
1952 to 60 in 1954. Thisisa really notable increase. This is a volun- 
tary fund, as you well know. The amounts contributed have increased 
from roughly $2,700,000 in 1952 to $5,300,000 in 1954. They have 
nearly doubled. 

For 1955 we anticipate that about $6 million will be contributed by 
governments other than the United States and probably even more 
in 1956. When the total contribution by other governments in the 
whole program, including local contributions to UNICEF-aided 
projects by the receiving countries, and not just contributions to the 
central account, are taken into consideration, the United States con- 
tribution is only 18 percent of the total. The local contributions to 
projects by receiving countries have increased greatly in recent years. 
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In 1952 the amount was $22,600,000, and in 1954 they increased to 
$32,500,000, a large increase. 

This increase in local contributions to local projects has come about 
in very large part as a result of the stimulation of the UNICEF funds. 


TYPE OF PROJECTS 


The third point isthis. Last year this committee asked me whether 
[ could describe the type of projects that would be carried out in the 
period ahead. I have been fortunate in obtaining some preliminary 
estimates. They are based on initial discussions by the Children’s 
Fund regional staff with the various countries concerned. 

Some projects will be entirely new, others will be extensions of ex- 
isting programs. ‘The preliminary requests, more than 150 in number, 
have been made by 70 countries. They cannot be developed into final, 
firm requests until the administration of UNICEF knows, at least 
approximately, how much it can count on in the central account for 
the remainder of 1955 and for the whole of 1956. 

The greatest interest among the beneficiary countries still centers 
on extending the maternal and child welfare centers, since 40 project 
requests fall under this heading. 

_ Malaria control comes next with 27 requests. Long-range feeding 
is next with 24 requests. In addition, there are tubercular prevention, 
yaws control, trachoma, leprosy, milk drying, and so on, which remain 
very popular, each accounting for a number of proposals. Altogether, 
it is estimated that these projects will cost in the neighborhood of $15 
million. In addition, allowance must be made for some emergency 
allocations as in the past, that is, for floods, famine, and so on, though 
probably this allocation will not be in excess of 15 percent of the total. 

It is hoped that allocations in the amount of about $18 million can 
be realized. To reach this figure it is estimated that the United 
States contribution should be, if possible, as presented to you in this 
justification. 


REQUEST FOR 18-MONTH PERIOD 


Mr. Passman. Dr. Eliot, the request of $14,500,000 for UNICEF 
is for the 18-month period from July 1, 1955, to December 31, 1956? 

Dr. Extor. That is correct. 

Mr. Passman. Of this amount, if approved by the Congress, $4,- 
800,000 would be applied to the last 6 months of the calendar year 1955, 
which, together with the $4,200,000, already appropriated, for the first 
6 months, would result in a total of $9 million for the full calendar 
year 1955 ? 

Dr. Exror. That is correct. 

Mr. Passman. The remaining $9,700,000 would be for the calendar 
year 1956? 

Dr. Ex1tor. That is correct. 

Mr. Passman. In other words, the appropriation if approved by 
the committee and the Congress would carry the UNICEF through 
December 31, 1956, calendar year. 

Dr. Exitor. That is correct. 
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PERCENTAGE OF UNITED STATES CONTRIBUTION 


Mr. Passman. What is the percent that the United States is being 
requested to contribute for the 18-month program that you referre( 
to? Have the other nations projected their contributions that far iy 
advance ¢ 

Dr. Exior. The other nations are making contributions and pledges 
for the calendar year 1955 now. It is really too early for the coun. 
tires to make their pledges for 1956 at this time. 

Mr. Passman. That is what we are being requested to do, is it not! 

Dr. Exior. That is correct, but they, just as we, are taking their 
pledges for 1956 under consideration at this time. 

Mr. Passman. Then it would be too early to predict what percent: 
age of the total contribution would be made by the United States, 
if this amount should be approved ? 

Dr. Exror. We are recommending that the contribution by the 
United States in the calendar year 1956 should be not more than 571, 
percent of the total contributions to the central account of UNICEF. 

Mr. Passman. On that basis, if the other nations should fail to 
contribute what they are expected to contribute, then this appropria- 


tion would be in excess of the amount that would be required to carry 


out the program on that percentage. 

Dr. Ex1sor. This appropriation would not all be paid into the cen- 
tral account of UNICEF if the other nations did not come up with 
their appropriate portion of the amount. 

Mr. Passman. What would you do with the unobligated balances? 

Dr. Extor. I presume they would be returned to the Federal 
Treasury. 

Mr. Coorr. Yes. 

Mr. Passman. What has been the experience with these nations in 
the past with regard to their coming up with their commitments, per- 
centagewise ? 

Dr. Extor. Percentagewise, they have come up each year with the 
required amount to draw down the amount of money that the United 
States has put up. I may say, in the past 2 years, the percentage 
that the other countries have contributed has increased considerably. 


CONTRIBUTIONS BY COUNTRIES 


Mr. Passman. May we have a table showing the amount of con- 


tributions by each country, as well as the percentage of the total? 
Dr. Extor. Yes. 


(The table referred to is as follows :) 


of recei 


other governments according to year 


-Ujnited States contributions and contributions of 


nie Ba na 





qaoddns 94} 03 esoy) pus porjdde 
POPN[OUT 9B S$}SOO [BOO] 94} YOIYM JOJ sJ00fo1d oy, 
@80q3 JO $}800 devs yng peqerany SOOJAIOS JO ON[VA OY JIed Ul oq ABUT 4] 


2 . | L¥g° “vat I8F 


612, 


“ADOIND 01 JT9S3} powswu10o sey JWOUTUIGAOS ZuTATOooI EY} YOIYA JO 
[299I1p GIB SUOTILVOOTI® JAOINDA 943 Gory 03 esoyy ore 
‘quot UIGAOZ Oy} Aq pled oi SedyAl0S 


000 ‘189 ‘SOT 
L¥S ‘829 ‘SLE 


6S 2s 


£98 ‘ZEI ‘OF 
000 “00g ‘8 
£98 ‘ZS ‘LE 





quso10g 


= 
oT 


000 “988 “9ZE 
L¥S ‘LEL ‘Sb 


LOS ‘BUS “HST 


L¥S ‘LEL ‘8b 
000 ‘1g¢ ‘SOI$ 


qyunoury 


1830.1. 


000 ‘63 ‘Ze 
£98 ‘62 “S 


£98 ‘868 “ST 


£98 “86% ‘S 


[19 000 ‘00€ ‘8$ 


queoleg | yunoury | yucol0g 


FS6T ‘SUOTINGIIWUOD 


698 ‘TSP ‘6E 


£EE ‘FILS ‘6 
9t0 ‘899 " 62 


000 * 190 "SS 
9£0 ‘209 “b 


698 ‘Ich ‘FI 


9€0 ‘209 ‘F 
££E ‘PIS ‘6$ 


qunoury 


ES61 ‘sUOTIINGINUOD 


04 S}soo [enjoe sjyueseIdel 4] 


“syUOTIUIOAOZ 


L19 ‘896 ‘ZE LLY ‘SES “Th 
299 ‘999 “9 


000 “OS8 ‘¢ £ RS 
096 ‘TOE ‘92 _ 


LLP S89 ‘SE 


000 ‘919 “Ez ‘Zl ‘i 
066 ‘S89 ‘% LLb ‘99S “b 


L19 ‘ZSE 6 


LL¥ ‘OTP ‘OL 


LLY ‘ONS “b 


199 ‘999 ‘9$ 000 ‘068 ‘S$ 


queoleg | jyunoury | yueol0g | yunoury | 4yueol0g 


Z96T ‘SUOTINGIUOD 


jdiavas fo avai 07 Burpsovon szyuawmusaa0b 12Y}20 [0 8U01QNGI4ZUOI PUD SUO1INGLAJUOI $37DIG) paylus- 


122 ‘ZZ0 “1Z8| 


000 ‘006 ‘FZ 
1@ ‘El ‘9FG 


000 ‘ses ‘FI2|” 


1GZ ‘PSS ‘1S 


“""| 18 “FSb “OT 


122 ‘VSS ‘1 
000 “0U6 “bZ$ 





IS6I ‘SuOPNGIyU0D (os-z561 ‘SuOPINGIIIUOD | 


pun A s, We IAPTIYD 


‘010 ‘uoTIe1I0dsuvIy [eooT, ‘eoeds soyjo ‘AIQUNOO yuUeTdIO 
-01 94} Jo AOueIINO oy} Ul A[JsOW pesByoind oq Avul yey} JUeWIdMbe pure ‘serjddns ‘jeuuos 
-10d poeystuiny A[TBoo] JO A[[es9ues posoduiod sf} 4] 


‘DIv AAOINA BuyAyooos sjuemu10A03 


eyi Aq Te [800] i JO oNn[vA oy} S}UNSeIdel SUOTINGI19U00 ovat Joj ony ONL 1 


se ae ae 
“SuvI8Ig pou 
[eq0Iqnys 


1 [voo'T 
~"3UT0008 [84] U9.) 
[S}UIUIMIOAOS JOYIO 
:SUOIJNGIIJUOO [BIO], 


~ [OIOL 
~$]USUITIVA03 19YIO 


“so7B@1y potuyg 
:JUNODD¥ [RaVUVD 


SUOUDAT pajziuy 





580 


United Nations Children’s Fund—Government contributions in United States dolly 


? 
equivalent 
" = | Total sing 
Country 5 95: inceptior 
Afghanistan ; SF eceiee neeewel 3 |) $12, 000 2 "7 
Antigua i wt cbuha ssi Malice cei bte Past datas s 117 | th ” 
Australia ita ei . : , ; 224, 000 $450, 240 | __ - 2, 135, 9 : 
Austria._____- 23, 554 19, 231 769 150,07 fm tt 
Belgium... Ree a"! TMs igs 100, 000 000 206, 33 Ven 
Bolivia__- er ; ic eet 10, 000 | 000 600mm vce 
Brazil ae : is 161, 725 200, 089 | 667 | 768, | ue 
British Guiana________ : 55% Pas 5, 000 
Brunei F< Ser es +4 he 8, 187 Z se 
Bulgaria ; 5 : ee : = : — y 7 - 
Burma Sach 1 vata 56, 000 112, 000 | 56, 000 sae 
Cambodia eimas y a 1, 000 | 3, 000 | | 
Canada eat : : : 7 E 507, 614 | 515, 464 | 000 | | 
Ceylon... -- ‘ ie . 7, 497 | 7, 510 , 497 | ean 
Chile : a oe 92, 213 | 37, 002 998 | or ae 
China (Taiwan) ; ‘ ; a ee a , 000 
oi a ETS : 25, 606 |___- 3 000 | 
Costa Rica__.____- . > cs 10, 001 - 000 : 
Cuba / a. ae 5 ; : ed on ‘ 5, 0 co) 
Czechoslovakia ; . > ss , 100, OF a 
Denmark peas: i aa, 57. 920 | 50. 680 604, 98 trl 
Dominican Republic._- i Senamnand 50, 000 20, 000 | 20, 360, Of 
Ecuador oa mate : 6, 313 4, 834 2, 333 | 31, 144 
Ecypt . ms nee atte de da 43, 050 55, ¢ 193, 007 
El Salvador. steht a , Fr 2 | 20), OX 
Ethiopia_- 4 ‘ Rowmees ip aaa 3 | 16, 0 : 
Finland. Saklehdithe wie oe eta ’ ; : 6, O87 21, 738 107, U? 
France. ‘ aes : : 500, 000 500, 000 
Germany be - ; cies 47,619 190, 477 i, 24 
Greece ee in sneered nipecalate 26, 000 | 18, 200 | 24, 138, oo 
Grenada 
Guatemala . aus been ticnode a ‘ : 
Haiti__ eas aes ee 10, 000 10, 000 
Honduras ; : aa acne 20, 000 
Hong Kong_- 3, 500 
Hungary-_- ; ' ; 23, 3 pe 
Iceland _____ : 3, 094 ; 2 Afi 
India oe oa 315, 000 315, 000 
Indonesia. ____- : 100, 000 100, 000 
Iran.... 2 . 5,000 | * 109, 059 
a ; 56, 000 21, 000 ; | 140, 00 
Ireland : : oo 42, 000 |___- 42, 0 
Israel____ ; 50, 200 13, 889 27,778 | 192, 467 
Italy_-_- ane : a 31, 200 40, 000 | . 142, 49 
Japan__- . 200, 000 99, 396 720, 21 
Jordan. ES 7 é slp ets dat’ d, ictal aS ‘ 5, 60 
Korea_. “ nll 1, 000 1, OO 
Lebanon- ; ; 4, 60 
Liechtenstein. ___ dui 468 468 1, 404 
Liberia : : ie SEL. 1, 00 
Libya. __. = : é s ’ 2, Out 
Luxembourg 3, 000 3, 000 23, OK 
Malaya. - : 24, 500 24, 500 24, 102, 90 
Monaco_. . 1, 143 857 : 3, 14 
Morocco. _. od ; a 1, 429 
Netherlands 39, 474 39, 474 39, | 176, 902 A 


New Zealand ' ‘ : 140, 000 210, 000 |__ 2, 263, 00 
Nicaragua... . : 24, 000 24, 00 
North Borneo_____- ; 3, 267 3, 267 
Norway-..- 28, 000 56, 000 200 270, 409 
Pakistan____- 60, 450 60, 450 75, 562 350, 61 
Panama.___. J J [ : 10, 000 10, 001 
Paraguay -. : , 000 5, 00 
Peru ‘ 97, 22: 26, 901 77 467, 022 
Philippines ; 50, 000 000 400, 00 
Poland__. = a , OOO, 476 
Saar coal 28, 571 28, 57 
Sarawak. _- ; : 16, 333 , 167 24, 5 
Singapore _. 6, 534 |_... 15, 937 
Sweden . 193, 050 193, 050 193, 050 883, G8? 
Switzerland. ____- ; ca 163, 800 163, 800 163, 800 3, 179, 667 
Syria ekie iegis 7, 003 | 7, 003 
Thailand.._..___- ; 739, 685 633, 750 500, 000 2, 902, 893 
Turkey wate 17, 857 44, 643 26, 786 125, 00! 
Union of South Africa_- bate ‘ 443, 275 
United Kingdom... , , | 280, 000 | 560, 000 560, 000 | 2, 223, 000 





United Nations Children’s Fund—Government contributions in United States dollar 
eguivalent—Continued 


Total since 


Country : 
inception 





United States. - Ro $9, 814, 333 $8, 300, 000 1 $4, 200, 000 $109, 731, 000 
Uruguay ane co niin ae | 1, 000, 000 
Vatican State ; 2, 000 1,000 3, 000 
Veneznela-_.-.--- idee eka nase sn beh 20, 000 120. 000 
Vietnam. - - - eee . 4,445 |__- ‘ } 4, 445 
Yugoslavia... ata itibinaasl 170, 386 200, 000 | 200, 000 1, 891, 920 

Total a } 14,421, 369 13, 593, 863 2 9, 129, 725 163, 398, ‘272 
Number of countries contributing a 46 53 aie ei 


0, 40K a ! 


a 1 United States pledge for the Ist half of 1955. 

5 Oy ; 2 Includes $463,526 receivable from 1954 pledges and $8,666,199 in pledges and contributions for 1955 as of 
8 Om June 1, 1955. A number of countries have not yet made their pledges for 1955. 

5, Of 


28 Mr. Coorr. Here is another table which shows the breakdown of 
a0 contributions for 1954, and relates the amount and percentage of con 
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iq tributions to the total aid each country has received. 


h Mr. Passman. We will insert the table in the record at this point. 
O07 (The table referred to is as follows:) 
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United Nations Children’s Fund—Contributions to central account, local contribu- 
tions and allocations from central account, calendar year 1954 


| Contribu- as Local con- | Total central \ Hoe 


> eT- . 
INTOR P.aj . ia | tions to : tributions accourt and 
UNICEF-aided countries nie —_ iva aantaticd ineal fen: 


account | - governments tributions 


ations 
from central 
account 





Africa: 

Basutoland .__-- a Fos $25, 000 $25, 000 $23, 000 
Belgian Congo and Ruanda-Urandi geke 33, 000 133, 000 53, 700 
French West Africa, Cameroons and | 

Togoland 4 4 ; , 346, 000 , 346, 000 815, 000 
Gold Coast Sd Ss srincediaiedl ne : 51, 000 151, 000 28, 600 
Kenya___. eas aaa 271, 000 271, 000 | 126, 200 
Ke nya, Tanganyika, and U ganda. ; Aan te 24, 000 124, 000 26, 400 
Liberia____- : 86, 000 86, 000 35, 000 
MOON 8 iit Sans ccs 5 dite ; 251, 000 251, 000 70, 400 
Nigeria_- none s 5, 000 175, 000 78, 600 
Northern Rhodesia_____- dhe J , 000 111, 000 39, 500 
Nyasaland... _- a 230, 000 230, 000 62, 500 
Southern Rhodesia- -- --- at 2, 000 42, 000 24, 200 
Tanganyika. _--- mae ; 301, 000 301, 000 178, 300 
Uganda i ; ; 95, 000 95, 000 22, 000 


| 4 ‘ . 3, 341, 000 3, 341, 000 , 583, 400 


Asia: 
Afghanistan. _--_..- . ssh 32, 000 32, 000 46, 200 
noon saat Soe ae cesta waueouant | Sn See 952, 000 064, 000 540, 400 
Cambodia. - -- Pit suena Sanaa 3, 000 ee 3, 000 8, 400 
Ceylon. _--- Sous. 7 aaa 7, 510 . 06 358, 000 365, 510 210, 000 
China (Taiwan) __ i couuamce cakes delete dcal ieee 5, 000 125, 000 479, 900 
Fin. .<<- Sepa tas Woss | 50, 000 50, 000 24, 000 
India “se 315, 000 . 32 3, 293, 000 3, 608, 000 2, 113, 000 
es 100, 000 | 7 904, 000 2. 004, 000 737, 800 
99, 396 | 7 238, 000 337, 396 62, 500 
a oe 163, 000 663, 000 662, 500 
24, 500 om 38, 000 62, 500 25, 300 
Netherlands New Guinea cand ea i 55, 000 55, 000 22, 000 
North Borneo. - baa 3, 267 02 5, 000 119, 267 49, 000 
Pakistan. .- ry Bie ee 60, 450 .45 2, 306, 000 2. 366, 450 956, 500 
Philippines ; | 50,000 | .37 51, 000 511, 000 300, 500 
te ane ee ad 16, 333 | 12 3,000 19, 333 4, 000 
Singapore ens 6, 534 | .05 26, 000 32 25, 500 
Thailand ccaiale eghaopesmabcdee a 633,750 | 4.66 252, 000 5.750 191, 500 
Vietnam <a : 123, 000 23, 000 154, 700 
a i ds schwinn mem alc hae aaa a 21, 000 21, 000 8, 800 
Regional BCG teams___..____-___- a ; Re ecas () () 75, 000 


Subtotal |_ seawcanh, -apeeereee 2, 807, 740 6, 697, 500 


Eastern Mediterranean: | 
Egypt : f : 34, 000 77, 050 26, 900 
Ethiopia 146, 000 | 146, 000 | 74, 700 


) Not applicable. 
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United Nations Children’s Fund—Contributions to central account, local contrihy. 
tions and allocations from central account, calendar year 1954—Continued 


Contribu- > Local con- | Total central 
tions to Per- tributions | account and | “locations 
UNICEF-aided countries central aoe by assisted | local con- — —' 
account , governments tributions . a 


Eastern Mediterranean—Continued 
$579, 000 $584, 000 $455, 000 

276, 000 297,000 242, 500 

11,000 11,000 462, 400 

45, 000 45,000 34, 000 

176, 000 176, 000 144, 000 

() 1) 14, 000 

568, 000 568, 000 218, 800 

277,000 321, 643 177, 600 

(*) () 60, 000 

113, 693 2, 112, 000 , 225, 693 1, 907, 400 





19, 231 e 59, 000 78, 231 27,000 
6, 087 ‘ 922, 000 928, 087 247, 000 
107,000 125, 200 87, 000 
70,000 110, 000 46, 000 
174, 000 174, 000 90, 000 
Y ugoslavia , 4, 685, 000 4, 885, 000 | 452, 000 





Subtotal 6, 300, 518 | 949, 000 








Latin America: 
4, 000 25, 000 

2, 662, 000 | 266, 600 
i ; | 2, 366, 089 619, 400 
British Guiana___.-_- . sm ptinedlccn cage ' 16, 000 , 400 
Chile__ 4 5 750, 002 300, 700 
Colombia_ shemnetiomase 180, 000 | 3, 000 
Costa Rica —— Wiiesied cnlabieedalh 500 
Dominica cll | 16, 000 , 600 
Dominican ae . 87, 000 , 000 
ee . < ‘ | 37, 834 | 59, 800 
52, 000 | , 000 

17, 000 3, 800 
173, 000 , 800 
120, 900 
71, 000 
658, 900 
5, 400 
24, 300 
20, 000 
36, 900 
337, 200 
41, 600 
12, 500 





rs) 
38 
s 


rose ee 8 


3 
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St. Kitts 
St. Lucia 
St. Vincent 15, 700 
Surinam ____ ‘ ‘ 46, 400 
Trinidad and Tobago | ; | > 600 








Subtotal 








Nonrecipient governments: 
Australia 





Hong Kong 
Ireland 





46, 142, 863 14, 259, 300 


1 Not applicable. 
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FINANCIAL CONDITION OF FUND 


Mr. Taser. I wonder if we could get a picture of the United Nations 
Children’s Fund and what its present assets and liabilities are? 

Mr. Coorr. Mr. Taber, I think I should say that the Children’s 
Fund operates on a different basis than the United Nations technical- 
assistance program. 

Mr. Taper. Never mind the technical-assistance program. 

Mr. Coorr. As of December 31, 1954, there were $2,700,000 unallo- 
eated. Contributions received subsequent to that date through March 
31 were approximately $5,500,000. 

Mr. Taser. That is just about 3 months. 

You say that there was $5,500,000 ? 

Mr. Coorg. $5,500,000, leaving a total at that time of roughly $8,- 
200,000 unallocated. 

At a meeting of the Executive Board in late March, $4,100,000 was 
allocated, leaving an unallocated balance at that time of $4,100,000. 
Since the Executive Board meeting, or from April 1 to the present 
time, additional contributions of approximately $1 million have been 
received and about $400,000 in miscellaneous income, some $1,400,000 
more, so currently there is unallocated approximately $5,500, 000. 

Mr. Taper. Can you give me what your receipts were in 1954, or 
should T call them contributions? 

Mr. Coorg. I can give you the total receipts from contributions and 
other sources for 1954. It was $15,100,000. 

Mr. Taser. Does that include any carryover? 

Mr. Coorg. No, sir. That includes no carryover. 

Mr. Taper. The carryover was how much? 

Mr. Coore. There was a carryover of approximately $3 million from 
the prior year. 

Mr. Taser. That is $18,100,000 ? 

Mr. Coors. That is right. 

Mr. Taner. And your allocations are what? 

Mr. Coors. Allocations for 1954 were $17 million. 

Mr. Taper. That leaves $1,100,000. That does not jibe with your 
$2,700,000 that you gave me to start with as of December 31. 

Mr. Coorg. There is one further item, a return of prior allocations 
that were not used, which totaled about $1,600,000, which would equal 
the $2,700,000. 

Mr. Taper. Unused allocations, $1,600,000 ? 

Mr. Cooter. Yes. 

Mr. Taper. What were the contributions by countries other than 
the United States in 1954? 

Mr. Coorr. The contributions by governments other than the United 
States were $5,293,863. 

Mr. Taper. And what was the United States’ contribution ? 

Mr. Coors. $8,300,000. 

Mr. A act That is a total of $13,593,000, and where does the rest 
come in 

Mr. Coorr. From private contributions there were $461,254, and 
from miscellaneous sources, which I can list if you want, ‘$974, 458, 
making a grand total of between $15 million and $15, 100,000. 
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OPERATION OF THE FUND 


Mr. Taser. What do you do with the money? You make alloca- 
tions for these different countries, or do you have programs you 
operate yourself ? 

Dr. Exror. Mr. Taber, the Children’s Fund does not operate any 
programs on its own in any of these countries. They are operated 
entirely by the local countries. They are their programs. The goy- 
ernment of the country plans the type of programs it believes it is 
in greatest need of to help its children. The government seeks advice 
and help from the regional representatives of the Children’s Fund, 
together with representatives of the World Health Organization 
if it is a health project, in order to obtain competent technical advice. 
Or, if the government is considering programs in the field of milk 
conservation, such as the milk- pasteur izing or drying plants, it seeks 
the advice of the Food and Agriculture Organization. 

The countries come forward then with a proposal to the regional 
office of the Children’s Fund. The regional staff reviews it; obtains 
the approval of the World Health Organization or the Food and 
Agricultural Organization on a technical basis; and seeks the advice 
of those two technical Organizations with respect to the type of 
personnel that may be required within the particular program. Then 
the proposal is forwarded to the central office of the C hildren’s Fund 
in New York. There the staff reviews the proposal and if it is approved 
by the Executive Director of the fund, it is presented to the Executive 
Board at its next meeting. 

As I have pointed out, there are two such meetings a year. At those 
meetings the projects are looked at with a good deal of care. I, asa 
representative from this country, sit on the Program Committee of 
the fund. The Program Committee reviews every project for con- 
tent and for the way in which the money will be spent, before the 
project: is submitted to the Executive Board for final approval. I, 
therefore, have the opportunity to review these proposals in very 
great, detail, not only at the Program Committee meeting, but prior 
to that time. 

That is the way the fund operates. 


ADMINISTRATIVE EXPENSES 


Mr. Taser. How much administrative expense do you have in con- 
nection with this program? It is shown in the book as $2,608,000. 

Mr. Coorre. That amount was allocated but the actual expenditures 
were somewhat lower. 

Mr. Taser. How much were they ? 

Mr. Coorr. The actual expenditures were about $200,000 less, or 
$2,400,000, roughly. 

Mr. Taper. It sounds as if it were a pretty liberal expense allow- 
ance. 

Dr. Extor. May I tell you a little about that ? 

When we describe this as administrative and operational services, 
I would like to point out that the operational services are more from 
the point of view of advising the countries with respect to the technical 
side of their program and “from the point of view of helping them 
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bring forward to the executive board the most effective type of proj- 
et. This includes the regional staffs that I have been speaking about. 
They are persons who are familiar with the needs of children in these 
yarious countries. They are professional persons in most instances, if 
not all instances. They are persons who can consult with countries 
with regard to the most up-to-date and most effective kind of health 
and welfare service for children. 

Mr. Taser. Do you have any breakdown of the administrative setup 
so that you ean tell us how much help you have, what type they are, 
and whether they are physicians or dentists? 

Dr. Extor. May I say with respect to that question that the chil- 
dren’s fund itself, since its responsibility largely, if not solely, is for 
supplies for these projects, does not employ physici ians or dentists or 
nurses at all. ‘They leave that type of professional service to the 
World Health Organization, because in accordance with the original 
charter-—— 

Mr. Taser. Do you mean that you make an allocation to them for 
that purpose ? 

Dr. Error. Only in a small number of projects where a country 
program could not otherwise be carried on because the World Health 
Organization would not have enough money to provide the technical 
staff to be assigned to that country. In that case, the children’s fund 
may add the cost of 1 or 2 profession: il persons to the total cost of 
that particular project. In most instances the World Health Organi- 
zation takes care of the personal services costs. 

Mr. Taper. I wonder if we could get a breakdown of the adminis- 
trative expenses because it seems very liberal. 


Mr. Coorr. I have a table containing a breakdown by types of ex- 
penditures for 1954 plus estimated expenditures for 1955. The exact 
figure for administrative costs in 1954 was $2,340,374. 

Mr. Passman. We will insert this comparative statement of admin- 
istrative and operational services in the record at this point. 

(The table referred to is as follows :) 
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Dr. Exior. The largest item is salaries and wages. It includes one 
group of persons to whom I did not refer a moment ago; namely, the 
staff that advises the countries on the milk conservation program. 
That staff is headquartered in New York, necessarily, because it: is a 
relatively small group of people who are highly expert in matters 
relating to the construction of milk pasteurizing plants and milk 
drying plants, and to the implementation of related programs. 


DISEASE CONTROL PROGRAM 


Mr. Fenton. I am very much interested in the list of diseases that 
you are trying to conquer in some of these countries. You did put into 
the record the accomplishments up to this time. 

In the case of malaria, have they come up with any new medication ? 

Dr. Exror. I am not quite certain whether any new medication has 
heen developed in very recent times. I will be glad to check that for 
you, Dr. Fenton. 

Mr. Fenton. The reason that I asked is that I would like to come up 
to date on what they are doing. 

Dr. Extor. I can easily check that. I have the material. 

(The information requested is as follows :) 

The most recent new drug developed within the past 2 years is primiquin. 
This drug is remarkable in that it will cure the two types of relapsing malaria 
that have been resistant to other drugs developed since 1930. 

Mr. Fenton. There is one other item in which I have an interest 
and that is your program milk-feeding to infants. 

I notice that although your program for UNICEF has been going 
on for many years that a country very close to the United States only 
came into it last year. The infant mortality in that country is terrific. 
The country is in Central America. 

Dr. Exror. Yes? 

Mr. Fenton. This is a program which, according to my way of 
thinking, ought to go forward in our own hemisphere, particularly 
Central America. 

Mr. Coorr. May I ask what country are you talking about? 

Mr. Fenton. Nicaragua. 

Mr. Coors. The table that you are looking at, Dr. Fenton, is a list 
of contributions of the countries to the central account. I believe that 
UNICEF-assisted programs have been going forward in Nicaragua 
for a number of years. However, Nicaragua has not previously con- 
iributed to the central account of the fund. 

Mr. Fenton. Yet I know that people going down there have to take 
along their own pasteurizing kits. 

Dr. Ex1or. Dr. Fenton, I do know that the infant mortality rates 
in these Central American countries still remain high. There still 
is a great deal of work to be done, particularly in the field of environ- 
mental sanitation, and in health education among the people with 
respect to how babies’ lives can be protected and saved. 

In a very recent period, the last month or two, Mexico, for instance, 
has been developing with the Children’s Fund, and with the World 
Health Organization, a plan for the development of maternal and 
child health centers in the various rural provinces or counties. It 
takes a long time and a great deal of money to get these child health 
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centers established and working. ‘There must be nurses who are 
trained, at least moderately well and preferably well trained, who 
can conduct conferences with mothers and help them in understand- 
ing the care of their babies. Also, the soeaie have much to learn 
about the protection and care of milk. 

Now, the milk-conservation program that has been going forward 
in these countries is a most important one. In Nicaragua, for in- 
stance, there are not only health education and feeding projects under- 
way, but they have a fairly large milk-conservation program. That 
program included the equipment for a milk-drying plant in Managua, 
which has a fluid milk capacity of 2,000 liters an hour. 

Mr. Fenton. That must be a recent development. 

Dr. Extor. It started operations in July 1954. It is very recent. 

Mr. Fenton. I think that program is basic, not only for the children, 
but for the general health of the people. 

Dr. Exror. That is right. 

Mr. Fenton. I believe that program should be stepped up, if any- 
thing. 

Dr. Enior. I think all these countries realize the importance of 
stepping up these programs. 

Mr. Fenton. There we have a country just a few hundred miles 
away from us, and to let the infant mortality rate stay up is bad. 

(Discussion off the record.) 

Mr. Passman. We are very fortunate to have Dr. Fenton as a mem- 
ber of this committee. 

We thank you, Dr. Eliot and Mr. Coote. 


WEDNESDAY, J UNE 29, 1955. 
OCEAN FREIGHT 
Votuntary Reiier SuipMENTS 
WITNESSES 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID DIVI- 
SION, FOREIGN OPERATIONS ADMINISTRATON 

ROGER STEWART, CHIEF, CEREAL BRANCH, OFFICE OF FOOD AND 
AGRICULTURE, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Passman. The next item is a request for $2 million for ocean 
freight, voluntary relief shipments, and $13 million ocean freight, 
surplus agricultural commodities. 

We have with us Mr. William H. McCahon, Chief of Voluntary 
Foreign Aid Division, Foreign Operations Administration, and Mr. 
Roger Stewart, Chief, Cereal Branch, Office of Food and Agriculture, 
Foreign Operations Administration. 

Do you have a general statement, Mr. McCahon ? 

Mr. McCanon. The item is found on pages 569 and 570 of the 
presentation book. 
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Mr. PassmMan. We will insert in the record at this time page 569 
of section 3. 
| The page referred to is as follows :) 


Nonregional program—Ocean freight, voluntary relief shipments 


COMPARATIVE SUMMARY OF PROGRAM BY FISCAL YEARS 


Program 
Fiscal year Fiscal year | Proposed, fis- 
1954 1955 cal year 1956 


n freight, voluntary relief shipments: 

Europe ans ii Pires an.oegied $1, 251, 624 $970, 000 $700, 000 
Near East nb sak . thule 75, 000 75, 000 80. O00 
Africa > - 10, 000 10, 000 10, 000 
South “Asia. ace =e 270, 000 90, 000 0). 000 
Far East... - - 699, S61 355, 000 1, 110, 000 
Latin America... -.-. HA i 10, 000 


Total, ocean freight, voluntary relief shipments. ---_- 2, 306, 485 1, 500, 000 000, 000 


COMPARATIVE SUMMARY OF OCEAN FREIGHT SUBSIDIES ON SHIPMENTS BY 
VOLUNTARY RELIEF AGENCIES 


cpenditures for ocean freight $2, 306, 485 $1, 500, 000 $2. 000, 000 
Weight of relief supplies (pounds) ........--.---- methot 109, 000, 000 68, 250, 000 82, 000, 000 
Value of relief supplies ; . $37, 050, 000 $23, 250, 000 $28, 000, 000 


NOTES 


Participating agencies include the following: American Baptist Relief; American Friends of Austrian 
Children; American Friends Service Committee; American Jewish Joint Distribution Committee; Ameri- 
can Mission to Greeks; American ORT Federation; Assemblies of God, Foreign Service Committec; 
Brethren Service Commission; Church World Service; Congregational Christian Committee; Cooperative 
or American Remittances te Everywhere (CARE); Foster Parents’ Plan for War Children; International 
Rescue Committee; Iran Foundation; Little House of Saint Pantaleon; Lutheran World Relief; Mennonite 
Central Committee; Near East Foundation; Refuge des Petits; Romanian Welfare; Salvation Army; 
Save the Children Federation; Tolstoy Foundation; Unitarian Service Committee; United Lithuanian 
Relief Fund of America; War Relief Services, National Catholic Welfare Conference; and World University 
Service 

2. Participating countries and areas include the following in fiscal year 1955: Austria, France, Germany, 
Greece, Italy, Trieste, Yugoslavia, India, Pakistan, Formosa, Iran, Jordan, Egypt, Peru, Hong Kong, 
Bolivia, Afghanistan, and Vietnam. 


Mr. McCanon. This request is for funds to support the private 
type of program and I know that you gentlemen are familiar with it. 
It is not a Government program as such, but is rather Government 
aid to American private agencies that are carrying relief and reha- 
bilitation to needed areas around the world. 

[ will briefly review the program. It consists of having approved 
private agencies solicit the American public for donations, the largest 
percentage of which are in kind—clothing, food, medical supplies, 
and the like. 

Mr. Passman. Do you have a list of the certified agencies? 

Mr. McCanon. They are in footnote 1 of the tabulation that has 
just been inserted. 

In each case, before these funds are expended, the United States 
Government has concluded an agreement with the receiving country 
which provides on the receiving ‘government’ s part for duty free en- 
try of these supplies, and for the payment of internal transportation 
costs to the point of ultimate distribution. The voluntary agency 
for its part solicits the goods, brings them to the United States port 
and packs them for export. The goods are all marked to show that 
they are donations of the American ‘people, and the agencies themselves 
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maintain at their own expense the American representatives in the 

host government countries to supervise the distribution of the sup- 
plies and to report back as to that distribution. That covers the pro-f 
— briefly. If there are any questions, I will be glad to speak tof 
them. 


COMPARISON OF 1954, 1955, AND 1956 PROGRAMS 


Mr. Passman. How much did you have for this program in the 
fiscal year 1955 ? 

Mr. McCanon. We have expended or obligated —— 

Mr. Passman. What did you request for the fiscal year 1955? 

Mr. McCanon. This year we are separating the two items. Last 
year the request came in as one item, covering the goods that the agen- 
cies receive from their own resources, plus the movement of surplus 
commodities. There was appropriated last year $4,400,000 for those 
2 items. Of that total amount, $1,500,000 has been used for this pro- 
gram, to move the voluntary agencies’ own donated supplies. 

Mr. Passman. I am looking at the table here, summary of programs 
by fiscal years, and I observe for 1954, $2,306,585, and for 1955, 
$1,500,000, and for 1956, $2 million. How do we get $4 million out 
of $1,500,000? Will you explain that, Mr. Murphy ? 

Mr. Murpuy. There are two programs that involved ocean freight. 
One program involves financing ocean freight on commodities which 
the voluntary relief agencies themselves collect, such as clothing, food, 
and so forth. The other involves surplus agricultural commodities 
supplied by the United States Government. 

Mr. Passman. That is a good explanation. How much do you have 
for the fiscal year 1955 for this particular program that we are con- 
sidering funds for at this time? 

Mr. Mourpny. $1,500,000. 

Mr. Passman. In other words, you are increasing your request by 
$500,000? 

Mr. Mureny. That is correct. 


NEED FOR ADDITIONAL FUNDS 


M. PassMan. Sg do you need this additional money ? 


Mr. McCauon. This increase is to cover expected increases pri- 
marily in South Vietnam where, within this year, many of these volun- 
tary agencies have initiated programs and are making shipments. It 
is expected that within the coming year this volume will be increased 
and it is needed in that area. Also, increases in such places as Hong 
Kong and Formosa in the Far East. 

Mr. Passman. There is an increase of 25 percent in the appropria- 
tion in this particular item for the fiscal year 1956 ? 

Mr. Murpxy. It is really 3314 percent. 


OBLIGATIONS AND EXPENDITURES 


Mr. Passman. How much do you have unobligated out of previous 
years’ appropriations covering this particular item ? 
Mr. McCanon. We operate on a current basis, sir. 
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Mr. Passman. How about the unexpended balances for the fiscal 
year 1955? 
~ Mr. McCanon. I do not anticipate any. 

Mr. Passman. Do you have an unexpended balance? 

Mr. Murpuy. The expenditures as of April 30, Mr. Chairman, 
amount to $1,251,717, which left unexpended out of the $1,500,000 
» about $249,000. 

Mr. Passman. But you did not show any unobligated balance 
against it at all. 

Mr. Murruy. No, sir, it was all obligated on April 30. 

Mr. Passman. That is applicable to the fiscal year 1955? 

Mr. Murpny. Correct. 

Mr. Passman. How about prior years? We have 1954 listed here. 

Mr. Murruy. None at all for prior years. 


BEGINNING OF VOLUNTARY RELIEF SHIPMENT PROGRAM 


Mr. Passman. How old is the voluntary relief shipment program ? 
Mr. McCanon. This effort has been furthered by appropriations 
of the Congress since the ECA Act of 1948. 
Mr. Passman. Was it carried on on any basis prior to that time? 
Mr. McCanon. I believe some help was given to the voluntary agen- 
cies in the Interim Aid Act. A segment of that money was set aside 
for these movements. 
| Mr. Passman. This program did originate with the Marshall plan, 
with the original bill ? 
Mr. Murrenuy. That is correct. It started at about the same time. 


NEED FOR ADDITIONAL FUNDS 


Mr. Passman. How do you actually justify an increase of 3314 per- 
' cent for fiscal 1956? You mentioned some of the nations that par- 
ticipated in the past. 

Mr. Murpuy. It is almost wholly accounted for, sir, by the supplies 
| which are expected to be sent into South Vietnam. The refugee prob- 
| lem there, as you know, with the division of Vietnam at the 14th 
| parallel and the mass migration involved has become very acute. 

The voluntary agencies are mobilizing all over the United States 
to collect relief supplies, medical and so forth, on a donated basis from 
the United States citizenry and shipping them out there. 

We expect that the flow will be very heavy during fiscal year 1956. 

Mr. Passman. Say that the Cogress allowed the $2 million and 
you found out that the gifts would defray $2,500,000. How would 
| you get the additional delivered ? 

Mr. Murpny. The agencies themselves would finance in part these 
shipments. 

| Mr. Passman. By the same token if you did not get the $2 million, 
they would also handle that difference. 

| Mr. Murpuy. There are limits, of course. 

Mr. Passman. I know that. 

Mr. Murpny. This is the amount we think would be desirable as a 
United States contribution. 

Mr. Passman. If you did not get this amount they would take care 
of the difference? 
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Mr. Mureny. That doesn’t follow. To get the maximum flow of 
supplies it looks as though a $2 million contribution of the United 
States plus what they can scrape up themselves from private contri- 
butions would produce it. 

Mr. Passman. In other words, they would take care of it only pro- 
vided we granted the entire request of $2 million. If that was not 
sufficient, then they would pay the difference, but if we were a little 
stubborn and didn’t give the full request, they then wouldn't pay it! 

Mr. Murruy. I would put it another way, Mr. Chairman. 

If they collect a lot of clothing, medical supplies, and so forth, you 
might have a situation where they have the goods in hand, but with 
their resources plus what the United States “has appropriated there 
wouldn’t be enough money to move them all. 

They would, of course, get the maximum possible contribution they 
possibly could elicit from their private sources. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. Mr. Fernandez? 

Mr. Fernanvez. I notice that the bulk of the expenditures were for 
shipments to Europe in 1954 and the great bulk, over 50 percent, of 
the expenditures for the coming year will be to the Far East. 

Does the added distance for shipment contribute to the need for the 
extra $500,000 ? 

Mr. Murrpny. Yes, sir. Freight costs are much greater. 

Mr. Fernanpez. That is all, Mr. Chairman. 

Mr. Passman. Mr. Natcher? 


MARKING OF SHIPMENTS 


Mr. Narcuer. When did you establish the regulations concerning 
the marking of goods, wherein all goods are marked “Gift of the 
American People,’ ’ with the FOA emblem ? 

Mr. McCanon. Ever since the Congress appropriated ocean freight 
funds to move these goods. I have a sample of the present emblem 
which I will be glad to pass down to you. 

The large one is the FOA shield : and the smaller one is one actually 
used by the agencies which shows “Gift of the American Pager, 
through the volutary agency and “ocean freight paid by the U.S. £ 

Mr. Narcuer. To me that is a fine regulation. 

That is all I have. 

Mr. Passman. Mr. Taber? 

Mr.Taser. No questions. 

Mr. Passman. Thank you very much, gentlemen. 





WepDNESDAY, JUNE 29, 1955. 
Ocean Freicgut-Surpeius AGRICULTURAL COMMODITIES 
WITNESSES 


ROGER STEWART, CHIEF, CEREAL BRANCH, OFFICE OF FOOD AND 
AGRICULTURE, FOREIGN OPERATIONS ADMINISTRATION 

WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID DIVI- 
SION, FOREIGN OPERATIONS ADMINISTRATON 


Mr. Passman. The next item is a request for $13 million for fiscal 
1956. It covers financing the movement of surplus agricultural com- 
modities. 

Mr. McCanon. One portion of this program relates to the surplus 
agricultural commodities which these same American voluntary 
agencies are shipping to the same countries as the other program. 

I would like to say that the record during this present year indicates 
that they have shipped surplus butter, cheese, butter oil, cottonseed 
oil and shortening, and dry nonfat milk totaling 363 million pounds at 
a value of $118 million roughly. 

Mr. Passman. Where is that chart in the record ? 

Mr. McCanon. That is the chart I am prepared to submit to the 
committee. 

Mr. PassmMan. Without objection that chart will be inserted in the 
record, 

(The chart referred to is as follows: ) 
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Mr. Passman. Also we will insert page 571, section III. The top 
part should be included in the record. 
(The information referred to is as follows :) 


Nonregional progrem—Ocean freight, surplus egricu!tural commodities 
Compereative summary of programs by fiscal yecr 


[In thousands of dol]lars] 


Program 


Function Proposed 


fiscal year 
1956 


Fisca] year Fiscal year 
1954 1955 


Ocean freight, surplus agricultural commodities_---- , 3, 510 13, 000 


Mr. Murpny. It might be in order if I would explain the makeup 
of this program. 

The entire amount requested is to finance the movement of surplus 
agricultural commodities. It covers movements to take place under 
title 2 of the Agricultural Trade Development Act which authorized 
$300 million worth to be given to countries to avert famine, drought, 
and for disaster relief generally. 

It also cover the movement which will take place under title 3 of 
the same act, which are movements of surplus agricultural commodi- 
ties through the facilities of these voluntary agencies. 

The $13 million request is for the total movements under both titles. 


TOTAL FUNDS AVAILABLE IN FISCAL YEAR 1955 


Mr. Passman. What did you have available for this program in 
fiscal 1955 ? 

Mr. McCanon. On the voluntary agency side, sir? 

Mr. Murpuy. Total available is $8,300,000. 

Mr. PassmMan. What did you have unexpended on April 30, 1955? 

Mr. Morrny. I have no figure on that. I will ask permission to 
insert that in the record. 
. Mr. Passman. Tell us how much you had unobligated as of that 
date. 

Mr. Mureny. Fully obligated. 

Mr. Passman. Was any of it going back to 1954? 

Mr. Mureny. No, sir. 

Mr. Passman. All that had been expended ? 

Mr. Mourpuy. Yes, sir. 

Mr. Passman. Will you furnish for the record, then, the unex- 
pended balance as of April 30? 

Mr. Murrny. Yes, sir. 

(The information requested is as follows: $323,282.14.) 

Mr. Taper. Do these commodities pile up in the winter months? 

Mr. Murpuy. To some extent, yes. 


BASIS FOR INCREASED REQUEST 


Mr. Passman. Why do you need an increase in this appropriation 


for fiscal 1956 over fiscal 1955 ? 
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Mr. Murpny. Basically, Mr. Chairman, the increase is requested 
because we expect that the movements of commodities under title LIT 
of the act would increase during 1956 and there may be some increase 


contemplated also on the Title i program comparable to the Vietnam 
proposition. 

Mr. McCanon. Expenditures to support the title ITI program this 
yet 4 were $8,300,000. 

I understand that the representatives of these voluntary agencies 
have testified before this committee so I believe you are familiar with 
their thoughts on the matter. 

Mr. PassmMaAn. Yes. 

Mr. McCanion. We expect some increase in the voluntary agency 
part of the program in the coming year. Something around $10 
million perhaps would make possible a reasonable program. 

Mr. Passman. This program covers agricultural commodities which 
we give to these people ? 

Mr. McCanon. Yes, sir. They must be distributed free to needy 
persons. 

Mr. Passman. And we pay the freight to them ? 

Mr. McCauon. That is right. 

Mr. Passman. Thank you, gentlemen. 

Mr. Stewart, did you wish to make a statement ? 

Mr. Stewart. If we can insert a short statement in the record that 
will be adequate. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY Mr. RoGer STEWART 


Title II of Public Law 480 provides for the disposal of $3800 million worth 
of surplus agricultural commodities for a 3-year period (July 1, 1954, through 
June 30, 1957). It has been used primarily to assist people who, because of 
natural calamity, are unable to provide for themselves and to whom, for this 
reason, distribution will be made free of cost. There have been a few excep- 
tions, however, where it was determined to be in the interest of foreign-policy 
objectives of the United States to transfer commodities which were to be sold 
to consumers. Also assistance may be extended to school lunch or other 
similar programs where there is to be, either free, or subsidized distribution 
of food. 

Bread grain, coarse grain, fats and oils, rice, dairy products, cotton, and 
dried beans have been exported under title II. Countries which have received 
assistance include: Austria, Germany, Czechoslovakia, Hungary, Yugoslavia, 
Italy, Libya, Nepal, Pakistan, Vietnam, Bolivia, Guatemala, Haiti, and Honduras 

Among the most noteworthy of these programs was the relief given to Danube 
flood victims and to the people of Haiti as a result of the destructive effects 
of Hurricane Hazel. Under the Danube flood program, agricultural commodities 
were distributed directly to flood victoms behind the Iron Curtain by the League 
of Red Cross Societies. Through the labeling of the packages in the languages 
of the recipients, and the excellent person-to-person contacts by the League 
of Red Cross representatives, the individual beneficiaries in the several countries 
were enabled to identify the United States as the source of the relief goods. 
Advantages to our foreign-policy interest are still being realized. Speed was 
a primary essential in the Haiti operation. The offer of aid by President Eisen- 
hower, acceptances by Haiti, the authorization of the program, and the initial 
shipment of supplies dispatched by air took place within the same day. Supplies 
began to reach Haiti before the storm had abated. 

Other programs of a relief nature initiated under title II include flood relief 
in Pakistan and Nepal, relief necessitated by crop failure in Libyia, Guatemala, 
and Yugoslavia, and the Christmas food-parcel program. 

During fiscal year 1955 more than 60 percent of title II commodities were 
utilized in floods, famine, and other natural disasters for which, for the most 
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part, no advance budget planning was possible. A similar situation is expected 
duri ing tiscal year 1956. It will be impossible for the most part to anticipate in 
advance the requirements for ocean freight with which to meet disaster situa- 
tions. Therefore, it is impossible to provide for such requirements when develop- 
ment assistance or defense support funds are being allotted to countries. It is for 
this reason that the $13 million is being requested as a separate item. 


Mr. Passman. Thank you very much, gentlemen. 


Wepnespay, JuNE 29, 1955. 
CONTROL ACT 
WITNESS 
SIMON TUCKER, SPECIAL ASSISTANT FOR MANAGEMENT, OFFICE 


OF DEPUTY DIRECTOR FOR MUTUAL DEFENSE ASSISTANCE CON- 
TROL, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Passman. The next item to be considered is a request for 
$1,175,000, Control Act expenses. 


SUMMARY OF EXPENSES BY FISCAL YEARS 


We will insert page 575, the table on page 575, section ITI. 
(The information referred to above is as follows:) 


Nonregional program— Control Act expenses—Comparative summary of expenses by 
fiscal years 





Program 


Proposed, fiscal 
year 1956 


| 
| 


Fiscal year 1954 | Fiscal year 1955 


| Man- note | Man- f Man- 
| years All costs years All costs years 


Foreign Operations Administration: a 
Office of Administrator. - -_--- ----| 32.6 | $379.034 36. $409, 609 
Overseas missions. .O | 142, 685 9 147, 691 
Total Foreign Operations Administra- 
tion ‘aruda as 2.6 521, 719 
state Department: 
Departmental < ie 5. 89, 119 26. 5 164, 400 
Overseas ‘ 6 213, 289 21. 253, 600 
: Total State Department-.---.-------- 32. 302, 408 47.7 | 418, 000 
Commerce Department. -_.----.---- ‘ 28. 5 173, 490 29. 7 199, 700 


Grand total, Control Act expenses ---- 3.8 997, 617 30.5 1, 175, 000 


Mr. Passman. Before going into the general request we have with 
us Mr. Simon Tucker, special assistant for management, Office of 
Deputy Director for Mutual Defense Assistance Control, Foreign 
Operations Administration. 

Would you like to make a statement, Mr. Tucker ? 

Mr. Tucker. The estimate for the coming fiscal year for this appro- 
priation is in the same amount as that for the current fiscal year. 
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Mr. Passman. You are to be congratulated on requesting an amount 
just equal to what you had last year. It is the first one we handled 
on that basis for about 3 weeks and it makes us feel good. 

Proceed. 

GENERAL STATEMENT 


Mr. Tucker. It reflects the fact that the program is at a fairly stable 
period. 
Mr. Taper. I wonder if you can tell us as you go along how many 
people you have on the roll? 
PERSON NEL 


Mr. Tucker. As of May 31, 1955, the personnel on board is as 
follows: 

Foreign Operations Administration, 34 in the Office of the Adminis- 
trator, that is to say on the domestic side, and 10 in the overseas mis- 
sions. 

Department of State, departmental personnel, 27, and 23 overseas, 

Department of Commerce has 29 people on board, all on the domestic 
side. 

Mr. Passman. Mr. Tucker, I observe that total State Department 
request for fiscal 1955 was $418,000, and for fiscal 1956 it is $519,872. 

Why does this amount for the State Department increase? 

Mr. Tucker. Sir, this reflects a corresponding decrease on the part 
of the Foreign Operations Administration. 

The bulk of this 

Mr. Passman. Decrease? 

Mr. Tucker. A corresponding decrease on the part of the allocation 
to the Foreign Operations Administration. 

The part of this appropriation used by Foreign Operation Adminis- 
tration decreases roughly in the same degree. 

Mr. Murpnuy. Merely a transfer of personnel from the FOA roll 
to the State Department rolls, under the Control Act appropriation. 


UNOBLIGATED AND UNEXPENDED FUNDS 


Mr. Passman. What was the unobligated balance in this fund as of 
April 30, 1955 ? 

Mr. Murpny. $255,201. 

Mr. PassmAn. Unobligated ? 

Mr. Murpny. Yes. 

Mr. PassmAn. What was unexpended balance? 

Mr. Murpny. $483,441. That reflects in part, Mr. Chairman, the 
fact that a number of these State Department personnel are first paid 
on regular State Department payrolls and then the charge is switched 
over to this account on a periodic basis once every 90 days or so. 

Mr. PassMAN. That would apply to the unexpended balance and 
also the unobligated ? 

Mr. Murpuy. No, sir. Unobligated represents May and June 
requirements. 

Mr. Passman. Then your unobligated balance, $255,000, is almost 
25 parent of the request that you are making for fiscal year 1956, is 
it not! 

Mr. Mourpny. Nearer 20 percent. 
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Mr. Passman. Do you expect to obligate any part of the $255,000 
you had as of April 30, 1955 ? 
’ Mr. Tucker. By the end of the fiscal year the greater part of that 
will be obligated. There will be, I think, a small or moderate un- 
obligated balance at the end of the fiscal year. 

Mr. PassMAN. What do you figure the estimate would be? 

Mr. Tucker. My estimate of the unobligated amount would be about 
$50,000 at the outside, perhaps more like $25,000. 

Mr. Passman. Are you completely up-to-date, then, on your expense 
accounts ¢ 

Mr. Tucker. In what sense? 

Mr. Passman. So far as payments are concerned in that estimate? 

Mr. Tucker. This estimate reflects the obligation through April 
projected by me through the year. 

Mr. PassmAn. In other words, you have spent $205,000 in the last 
60 days ? 

Mr. Tucker. Approximately ; more accurately, the estimate of May 
and June obligations would be about $230,000. 

Mr. Passman. And you still would have an unobligated balance 
according to your own estimate as of June 30? 

Mr. Tucker. Yes, sir. 

Mr. Passman. Which indicates you really had more money last year 
for the program than you needed. 

Mr. Tucker. To that extent; yes, sir. 

Mr. Passman. Thank you very much, Mr. Tucker. 


Fray, JUNE 17,1955. 
TrcuHNnicaL CoopERATION AND EconomiIcaL DrveELopMENT PROGRAMS 
WITNESS 


WARREN GRIFFITHS, LEGISLATIVE SECRETARY, FRIENDS COM- 
MITTEE ON NATIONAL LEGISLATION 


Mr. Passman. The committee will come to order, and we will hear 
the first witness. 

You may state your name and the organization you represent and 
proceed with your statement, sir. 

Mr. Grirrtrus. Mr. Chairman and members of the committee, my 
ame is Warren Griffiths. I am legislative secretary of the Friends 
Committee on National Legislation, 104 C Street NE., Washington 2, 
D. C., an organization which seeks to represent the religious concerns 
of members of the Society of Friends [Quakers] but which does not 
speak officially for that group, whose democratic organization does not 
lend itself to official spokesmen. 

We should like to recommend appropriation of the full amount of 
the President’s requests for technical cooperation and economic de- 
velopment programs under the mutual security bill for fiseal 1956. 
We believe that the United States should continue and expand its 
share in this constructive work, both through the bilateral programs of 
the United States, and the multilateral ones of the United Nations. 

We wish to state our special interest in the U. N. expanded program 
of technical assistance and in the U. N. refugee program (UNREF). 
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Our interest is not limited to these programs, but they warrant specia| 
attention and emphasis among the many worthwhile projects in the 
mutual security program. They require relatively little so far a; 
total funds in the fore eign aid program are concerned, but they repre. 
sent much so far as the good they can do is concerned. 

We urge appropriations of $24 million for the U. N. expanded 
technical-assistance program, with $8.5 million to be the United States 
contribution for the last 6 months of calendar 1955 and $15.5 million 
to be our contribution for calendar 1956, as the administration has 
suggested. We also recommend appropriations of $1.4 million for 
UNREF. 

Z e make this representation for two reasons: 

These appropriations are in keeping with the United States 
concerns for human needs. 

(a2) To be sure, we cannot meet all problems of the world, or those 
at home, with money or material grants. But our great material 
strength entails a great responsibility. (With 7 percent of the world’s 
population, the United States has over 40 percent of the world’s 
income.) Technical know-how is not the only thing that has helped 
to make America great, although it certainly has helped to make us 
rich and power ful. Greatness is rather a matter of heart and spirit 
which we have in combination with technical skill and political and 
economic freedom. Response to the needs of others is but a natural 
reaction from a country that is rich in heart as well as in things. 

(4) This concern for human need, as it applies to refugees, is well 
presented in an article in the New York Times of December 20, 1953, 
which says, “Most of the world’s refugees have fled from terror in one 


form or another in the hope of finding safety and usually freedom. 
They have a right, therefore, to ask consideration from those who are 
both safe and free. They must not be allowed to ask in vain.’ 


U. N. REFUGEE PROGRAM 


The $1.4 million request by the administration for the U. N. refugee 
program is a small but important sign of our country’s adherence to the 
principle that we wish to help maintain or restore human dignity 
wherever possible. 

Already I understand that the Dutch, through private campaigns, 
have raised $1 million, which is a most amazing demonstration on the 
part of the Dutch as to their interest in this program. These refugees 
will be helped not by giveaways but in many cases by long-term loans 
to help them get started and the loans in time will be repaid. 

The 300,000 refugees cared for under UNREF are the as yet un- 
assimilated persons, young as well as aged, who need help to find new 
hope in free lands. ‘To aid them is to show a continuing belief in a 
principle our country has long supported, the right of asylum. The 
United States played an important part in initiating this program, 
part of which is to effect “permanent solutions,” over a 4-year period 
for many of the refugees now living in misery. Hon. A. M. Ade John- 
son, alternate United States representative at the U. N.. made the fol- 
lowing pertinent remarks when this program was being considered at 


the U. N. last fall: 
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This is a big and tragic problem, and one for which all of us must feel a deep 
sense of responsibility and accept willingly the moral obligations to seek some 
kind of solution. 


U. N. TECHNICAL ASSISTANCE PROGRAM 


The second program we are interested in is the technical assistance 
program. I need not tell you technical assistance has gone on for 
hundreds of years on a private and informal basis. 

Mr. Passman. Will you state which of the technical assistance pro- 
crams you are speaking of? There are several of them. 
~ Mr. Grirrirus. The United Nations technical assistance program. 
Frankly, technical assistance would go on under a private unorgan- 
ized basis over a period of many years as it has in the past, because 
it isa part of the diffusion of culture, but in the emergency crisis situa- 
tion there seems an urgency to give rapidly, partic ular ly to help these 
underdeveloped countries that are seedbeds for unrest. 

(c) In regard to the United States responsibility to join with oth- 
ers in carrying on such work as the technical-assistance program, de- 
signed to relieve human misery and to raise the living standard of 
people in so many parts of the world, another pertinent statement is 
found in “A Message To All Men Everywhere,” issued by the Friends 
World Conference held at Oxford, England, in the summer of 1952 

“Let us join together throughout the world to grow more food, to 
heal and prevent disease, to conserve and develop the resources of the 
good earth to the glory of God and the comfort of man’s distress. 
These are among the tasks to which, in humility for our share in the 
world’s shame, and in faith in the power of love, we call our own 
society and all men and nations everywhere.” 

These appropriations are in the self-interest of the United States. 

(a) They are no great drain on our resources. In few places does 
<0 little go so far. 

(b) We help our own and the world’s stability as we help other 
countries help themselves to cope with disease, illiteracy, ignorance, 
and technical backwardness. ‘To meet these problems is not to solve 
all issues, as all must recognize. But other tensions are more likely 
to be resolved if underdeveloped countries are aided in developing 
skills to meet fundamental pres al needs. 

(¢) If policies in other areas are developed wisely, the meeting of 
needs in health, education, onl economic skills will make easier the 
achievement of a stability that will be of advantage to us as well as 
the rest of the world. 

(d) In the case of refugees, it is particularly important that these 
300,000 people who are away from their homelands because of racial, 
religious, or political per secution, or fear of it, should be aided to be- 
come self-respecting and self-supporting in countries where they are 
now located. There is evidence today of Communist efforts to woo 
some of them back, and to sow disaffection. Newsweek for June 20, 
1955, reports, for example, “The return behind the curtain of many 
Czech refugees has become a growing Western head- and heart-ache.’ 

It is clearly in our self- interest to make the small investment re- 
quired to help these people to find the reality of freedom in the free 
world to which they fled. 
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May I say, gentlemen, that I happen to be a college professor on 
sabbatical leave, working for this Friends Committee. If there is 
one thing I have learned it is how much of your time is taken with 
this extremely important work on the Appropriations Committee, 
and these views we respectfully submit to a committee whose respon- 
sibility is tremendous and for whose members we have the greatest 
respect as they face the tremendous problem of deciding how the peo- 
ple’s money is to be spent. Thank you. 

Mr. Passman. Thank you, Mr. Griffiths. The committee appre- 
ciates having your views. We certainly hope that when you are con- 
sidering these programs that are so worthy, you also give considera- 
tion to how much longer we can afford to support them out of our 
own economy. 

Mr. GriFFIrus. Yes, sir. The programs we are emphasizing are 
very minor as far as money is concerned, although we realize we must 
consider the pennies as well as the dollars and ‘thousands of dollars. 

Mr. Passman. Thank you very much. 


Murua Securiry Program 
WITNESS 


ANDREW J. BIEMILLER, MEMBER, NATIONAL LEGISLATIVE COM- 
MITTEE, AMERICAN FEDERATION OF LABOR 


The next witness is Mr. Andrew J. Biemiller. The committee is 
very pleased to have one of our former colleagues, Mr. Biemiller, with 


us this evening. We understand you will testify instead of Mr. Hush- 
ing for the American Federation of Labor / 

Mr. Bremmter. That is correct. 

Mr. PassmMan. You may proceed. 

Mr. Bremitier. For the record, my name is Andrew J. Biemiller. 
I am a member of the national legislative committee of the American 
Federation of Labor and am appearing on behalf of that organization. 

We trust the subcommittee will see fit to reeomemnd the entire sum 
authorized by the Mutual Security Act of 1955. 

I am proceeding on the theory that all we have before us is the bill 
that passed the Senate, Mr. Chairman. 

In the troubled international situation ahead of us, this is not the 
time to cut moneys for purposes so vital to the defense of our country 
and the strengthening of the non-Communist world. 

We particularly want to call your attention to our great interest 
in both the United States bilateral and the United Nations multilateral 
technical assistance programs. Our conventions have repeatedly en- 
dorsed both programs. We have maintained since the origin of this 
concept that technical assistance was one of the most valuable tech- 
niques we could develop for building up the standard of living of un- 
developed countries. 

We believe that our own country will be made stronger if the eco- 
nomic, social, and political institutions and the moral fiber of the free 
world are all made stronger. One of the greatest forces against com- 
munism is the willingness of America to share freely with other people 
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the benefit of human progress, without overtones of colonialism and 
imperialism. 

The United States program has met with great success and should 
certainly be continued at the level set in S. 2090. Actually, we regret 
that larger sums were not authorized. We trust this subcommittee 
will recommend the full amount of $146,500,000. 

We also strongly urge appropriation of the $24 million authorized 
for our contribution to the United Nations technical assistance fund. 
This amount would clear up the confusion that has developed in recent 
years regarding our contribution to the United Nations technical as- 
sistance funds and would make it possible to pledge our contribution 
for the United Nations calendar year 1956 budget from our fiscal 1956 
funds. 

We have long maintained that wherever possible more than one 
nation should be drawn into the sponsorship of pregrams, using the 
United Nations and its specialized agencies as the machinery. 

The great value of the technical assistance program lies in the co- 
vperative relationship established between the sponsoring country or 
vroup of countries and the recipient nation. The person-to-person 
relationship which prevails and the pooling of funds and knowledge 
between sponsor and recipient help produce an atmosphere of good 
feeling which advances the cause of freedom. 

We also favor the sum of $1,500,000 for the programs of the Organi- 
zition of American States. 

We strongly urge this subcommittee and the committee as a whole 
toappropriate the entire authorization for all the technical assistance 
programs. 

Mr. Passman. Thank you, Mr. Biemiller, for a very fine statement. 


Mr. Bremttier. Thank you, Mr. Chairman. 


U. N. Tecunican Assistance PRoGRAM 
WITNESS 


PHILIP SCHIFF, CHAIRMAN, CONTINUING ACTION COMMITTEE OF 
THE AMERICAN ASSOCIATION FOR THE UNITED NATIONS 


Mr. Passman. The next witness is Mr. Philip Schiff. You may give 
your name and the organization you represent and proceed with your 
statement, sir. 

Mr. Scurrr. Mr. Chairman and members of the committee, my name 
is Philip Schiff. While I appear before you at this time as an indi- 
vidual I identify myself as a member of the board of governors of the 
American Association for the United Nations and chairman of its 
continuing action committee. 

In my testimony before the Foreign Affairs Committee of the House, 
I indicated the great social and moral values which are inherent in 
these sections of the Mutual Security Act. Certainly, we must ac- 
knowledge the political advantages which would accrue to us and to 
those democratic eelments in the underprivileged areas which would 
be helped through such programs to remain within the orbit of the 
tree nations of the world. 

[ should like, at this point, to read the resolution passed at the last 
anual conference of the American Association for the United Nations, 
in March of 1955 (with reference to technical assistance) : 

64418—55——39 
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Before doing so, may I call your attention to the manner in wh 

that resolution was adopted. For the past 5 years the AAUN ly 
sponsored the technical assistance programs of the United Nation 
with the active cooperation of approximately 100 national organiz; 
tions, including such groups as the National Council of C hurche 
Synagogue Council of America, (¢ atholic Welfare Council, a cro 
section of our national life, and after 3 d: ays of batting around ¢ 
opinions of these organizations, this resolution was adopted : 


RESOLUTION ON 'TECHNICAL ASSISTANCE 

Technical assistance programs of the United Nations and its specialized agey 
cies have given to the peoples of the great underdeveloped regions the first visib 
proof of the meaning of the purposes of the United Nations Charter for inte 
national aid. Those programs constitute an essential element in the offensj 
against poverty, disease, and illiteracy, necessary for freedom, and progress. 

Bilateral agreements such as the United States program under FOA a4 
regional programs such as the Colombo plan, should be directly related to the 
United Nations and carried out in cooperation with the programs of the United 
Nations and its snecialized agencies at a greatly expanded rate. They should 
based on long-range efforts over at least 3 years instead of year-by-year appr 
priations. 

We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technica 
assistance budget, and to provide in the future for long-range planning. 

This resolution was unanimously agreed to by the representativ« 
of the 100 national organizations present, who while acting in the 
individual capacities undoubtedly reflected the opinion of their or gail: 

zations. ‘These organizations, incidentally, represent a population o of 
about 60 to 70 million Americans in every major phase of our nation: 
life. 

The technical assistance program is in our own self-interest, as wel 
Whether we like it or not, the mantle of world leadership has bee 
thrust upon us. To a very large extent the manner in which we we 
this mantle will determine the future peace of the world. It gos 
without saying that if we are to continue to prosper we must make i 
possible for other nations to prosper. 

Since 1950 when the first appropriation was made, our technical as 
sistance programs have helped immeasurably to increase the productiv: 
ity of underprivileged nations. The rollcall of these nations will indi. 
cate better health conditions, abolition of many diseases, better hous- 
ing, greater agricultural productivity, eradication of illiteracy to some 
extent, better transportation, higher manufacturing returns, greater 
diversification of industry, development of power f facilities and mit 
eral resources—all of the kinds of ingredients which lend strength to 
the growth of democratic processes, “and to the achievement of eco 
nomic and political stability in all countries. This they cannot con: 
tinue to achieve without our support, for the time being. To the ex: 
tent we fail in carrying out our responsibility to that extent will we 
hold back progress toward those goals which we cherish so dearly. 

May I also say a word about the proposed 18 months appropriation 
requested by the President. I believe it should receive the full sup- 
port of your committee. 

Apparently, the subcommittee of the Senate Foreign Relations Com: 
mittee saw the wisdom of such a request and so recommended to the 
full Senate which backed it up. Such a sensible approach to the prob- 
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lem makes for good planning and administration, giving to the ulti- 
mate beneficiary of the technical-assistance program the assurance that 
any project carefully planned and started on its way will be carried 
out. The wisdom of this provision was indicated when the House cut 
the last United States appropriation for the technical-assistance pro- 
gram by $4 million, creating consternation in the minds of those re- 
sponsible for the program. Tn my opinion, it behooves us in the inter- 
ests of America’s good name not to let this happen again. Let me 
repeat; we have a grand opportunity to help provide order ly planning 
for the United Nations technical-assistance program by approving 
and appropriating on an 18-month basis. It is good sound business to 
adopt such a — edure. 

I might say at this point that when I appeared before Senator 
George’s abdenitten this matter was discussed and Senator George 
indicated at that time that if the authorization act went through the 
Senate there would be no question but what the 18 months provision 
would be adopted by the Senate, and that is exactly what happened. 

It is my understanding that if funds are appropriated by our Gov- 
ernment for the calendar year 1956, it would be possible for our dele- 
gation to the United Nations to make its pledge when other nations 
do—in November 1955. Thus, funds which have been ob ligated prior 
to the end of the fiscal year would be available for expenditure for 
2 years beyond the fiscal year. If such assurance could be given to 
the United Nations through appropriate legislation, appropriated 
funds under this program could be expended by the end of calendar 
year 1956. 

Very often one hears about the cost of our U. N. assistance program. 
Actual figures for fiseal 1955, with which you are no doubt familiar, 
showing the per capita cost of 160 million Americans for the U. N. 
and specialized agencies, break down as follows: 


Amount Per capita 


Cents 
United Nations budget. _- $13, 400, 24 
10 specialized agencies 10, 894, ¢ 
Specific United Nations purposes (including technica] assistance) - 68. 354, ! 
Tota). _.. Sa 92, 656, 46 
Even in this picture there are dollar returns to the United States such as 
United Nations pension funds invested in the United States 56, 000, 
United Nations expenditures in salaries, purchases, ete 30, 000, 
United Nations delegates and employees spend annually about 7, 000, 


Total_- 93, 000, 


To paraphrase Sir Winston Churchill, “Never has so little money 
done so much for the welfare of mankind and for democracy.” 

Since 1950, the records show that almost $100 million has been 
pledged by 75 different nations with gradually increasing totals. Thus 
far, for 1955, other countries have increased their pledges by an aver- 
age of 16 percent. More than 100 countries have received tec hnical 
assistance In the 414 years of the program’s operations—a remarkable 
record, indeed. 

Reams and reams of paper have been used to glorify, legitimately, 
the United Nations technical-assistance program. What we need is 





606 


to continue to give of our substance toward promoting the kind of 
world which will learn to live in peace and freedom. 

Finally, may I say that military strength is not enough to guarante 
the future security of the world. It must be bolstered by a greatly ex. 
panded economic-aid program in which technical assistance plays a 
vital role. This is particularly true of Asia and Africa where social 
and economic upheavals are bound to occur and where the future 
ideological battles will be fiercely fought. In this part of the world 
we are in a race with time. Whether we breast the tape ahead of our 
adversaries will determine the future peace of the world. 

Yours is a glorious opportunity to uphold the best of our traditions 
by approving the full $24 million requested for U. N. technical assist- 
ance and $1414 million for UNICEF, both of these to be appropriated 
for a period of 18 months, and $1,400,000 for the office of High Com- 
missioner of Refugees, which is to be used over a period of 12 months, 

All of us at home and tens of millions of people throughout the 
world who will benefit from this program Jook to you for your con- 
tinued support. 

Thank you. 

Mr. Passman. Thank you very much, Mr. Schiff, for your state- 
ment. 

TrCHNICAL AssISTANCE PROGRAM 


WITNESS 


WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON OFFICE COOP. 
ERATIVE LEAGUE OF THE U. S&S. A. 


Mr. Passman. The next witness is Mr. Wallace J. Campbell. 

You may proceed, Mr. Campbell. 

Mr. Campsetyt. Thank you very much. 

My name is Wallace J. Campbell. I am director of the Washing- 
ton office of the Cooperative League of-the U.S. A. The league is a 
national federation of consumer, purchasing and service cooperatives 
with a direct membership of 2 million farm and city families who 
are affiliated with regional cooperative associations. We also include 
in membership the Credit Union National Association with 8 million 
members in the United States and Canada, most of them in the United 
States, and the National Rural Electric Cooperative Association with 
3.5 million farm families in membership. 

Inasmuch as the Subcommittee on Foreign Operations is pressed 
for time, I would like the privilege of inserting in the hearings the 
more extensive testimony which the Cooperative League presented 
on this same subject to the House Committee on Foreign Affairs, and 
to devote our time primarily to the question of appropriations. 

Mr. Passman. Does that include just this statement ? 

Mr. Campsett. That would be this statement here (producing ad- 
ditional statement). 

Mr. PassMan. You may proceed. 

Mr. Campprety. The Cooperative League is happy to express its 
support of the bill now before you and to urge particularly that the 
appropriations requested be made for the technical assistance and 
developmental assistance programs set forth in the bill. 
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Over the last 5 years the technical cooperation section of the United 
States foreign policy has achieved substantial results. This is true 
both in the United States technical assistance program and the tech- 
nical cooperation being carried forward by the specialized agencies 
of the United Nations. We believe both programs should be con- 
tinued and expanded. 

The request before you affecting United Nations technical assist- 
ance is a request of President E isenhower for $24 million to be used in 
an 18-month period by the U. N. and its specialized agencies. The 
1s-month period is designed to allow the United States to catch up on 
its appropriations with ‘the fiscal year observed by the U.N. 

Such an appropriation will eliminate the embarrassment which 
came in earlier years when the Administration participated in pledg- 
ing conferences at the U. N. without both authorization and appropri- 
ation to back United States Government commitments. 

The $24 million requested would provide $8.5 million for the balance 
of the current calendar year, bringing the 1955 contribution up to $t5 
million. The 1956 calendar-vear appropriation would be $15.5 million. 

The Administration has proposed that the United States contribution 
for 1956 not exceed 50 percent of the total contributions by the other 
partic 4 ating governments. The proposed $15.5 million authorization 
would be matched by increased contributions from other countries. 

In this respect it is encouraging to note that 22 of the countries 
which contribute to the U. N. program have increased their technical- 
assistance contributions for 1955 by $1.4 million over 1954. These 
contributions represent increases of 20 percent for France, 23 percent 
from Great Britain, 25 percent from Australia, 27 percent from Den- 
mark, and 33 percent from India. We have not mentioned some of 
the other smaller contributions where the increase has jumped as high 
as 233 percent. These were very small appropriations or were coun- 
tries just catching up on the program. 

I have not mentioned the Soviet Union, which has not fulfilled its 
pledge to the program. 

Already 65 countries have made pledges for this current year’s 
program, so that it is in every sense a United Nations program. Tech- 
nical experts from 63 nations are employed in the program and are 
working in 71 countries and territories. 

This committee will be interested in the per capita contributions of 
the other countries as compared with the United States per capita con- 
tribution. The amount requested by President Eisenhower in this 
current appropriation is 9.1 cents per individual United States citizen 
for the year. Three countries are contributing at a higher per capita 
rate. They are Denmark which puts in 12.6 cents per capita; Norway, 
11.9 cents; and Canada 9.6 cents per capita. 

Measured in comparison to daily expenditures of average taxpayers, 
the requested contribution is less for 1 year than the cost of a candy 
bar, and quite a bit less than a pack of cigarettes, and just a little bit 
more than Vice President Tom Marshall’s 5-cent cigar. 

There is ample precedent for the 18-month appropriation. United 
States practice has been to make commitments which, when obligated, 
may be paid over a 2-year period beyond the fiscal year. In the past 
the United States has made its payments in several installments 
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throughout the year. This is perfectly satisfactory so long as the U.N, 
is sure that funds are forthcoming for a continuing program. 

As you remember, the situation this past year was very costly in 
terms of both United States prestige in world leadership, and the 
actual operation of the U. N. technical-assistance program. Ambas- 
sador Lodge had indicated to the U. N. the amount the administration 
would request for this program. The Congress appropriated only 
for the first 6 months and fuiled to take action on the appropriation 
for this current 6-month pericd until it was half over. The etfect was 
to cripple effective work on health, agriculture, and other technical- 
cooperation programs overseas. The del: vy caused many of our friends 
in the underdeveloped countries to feel that the United States might 
be abandoning this essential program. This interpretation was not 
a valid one, but it was used widely by the Communists as part of their 
continued program to attempt to discredit the United States. 

The requested appropriation for the United States technical-cooper- 
ation program is of equal value but calls for no substantial change of 
time period and for a very small increase over previous years. The 
amount requested is $146.5 million, which is very small measured by 
the tremendous need of development of the less-developed countries: 

One of the representatives of CARE told us on return from Indo- 
china a few months ago that a full- fledged economic and technical- 
assistance program in Indochina 3 years ago might have prevented 
northern Indochina from falling to the Communists. This could have 
been accomplished at a lower cost than the milit: ary aid which was 
rushed in much too late. Economic development and technical assist- 
ance must be looked upon as preventive medicine. 

In Iran where an effective, hard-hitting program of technical assist- 
ance well administered has been underway for several years, the pro- 
gram was openly acknowledged to have been a major factor in keeping 
Iran from knuc ‘kling under to Communist pressure when the revenue 
from the oil resources of that country were cut off a few years ago. 

We would like to make a few general recommendations. 

1. We are happy to continue our enthusiastic support for the use 
of land-grant colleges and similar agencies in carrying out technical 
coopel ration programs. 

2. We urge that increased use be made of voluntary organizations 
to supplement the work of the United States and U. N. governmental 
programs. ‘Twenty-six important national organizations are member- 
owners of the Cooperative for American Remittances Everywhere, 
popularly known as CARE. We would strongly urge that an-or- 
ganization of this nature be given contracts to carry forward technical 
assistance programs which can often be performed better by a non- 
governmental organization than by representatives of the Govern- 
ment itself. We would be happy to supplement our testimony in this 
respect if the committee wishes it. 

3. We wish to express our support of the continuing work of tlie 
United Nations High Commissioner for Refugees and the U. N. Chil 
dren’s Fund, both of which are performing important functions. We 
also urge continuation of the Government's repayment of ocean freight 
for voluntary relief organizations. This contribution has made it 
possible for people-to-people programs to stretch their dollars with 
increasing effectiveness. 
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I have served on the executive committee of CARE for the last 10 
ears and we sincerely appreciate what has been done in that repay- 
yent of ocean freight. 

4. With mounting agricultural surpluses in this country, we urge 
hat every effort be made to make effective use of those foodstuffs in 
uch a way as to increase the possibilities of permanent peace. To 
llow these foodstuffs to waste while people are going hungry is to 
dd to world mistrust and misunderstanding rather than to alleviate 
. We can help ourselves agriculturally and perform a major opera- 
ion in behalf of world peace by using these foodstuffs in areas where 
hey will not undermine either our own or overseas markets. 

To indicate our long-range concern for the problem that is before 
ou, we should indicate that our several million members would be 
uppy to see a gradual increase of this part of our overseas program 
s it is possible to work toward enforceable universal disarmament. 
n this direction, we feel, is the path of peace. 

Thank you. 

Mr. Passman. Thank you very much, Mr. Campbell, for your state- 
nent. 

Opposition ro Ap To IsrRaEL 


WITNESSES 


. WENDELL LENSING, ATTORNEY, EVANSVILLE, IND. 
ISADORE SKORA 


Mr. Denron. Mr. Chairman, I would like to introduce Judge Len- 
ing from my hometown of Evansville, Ind., and his client, Mr. Skora, 
Mr. Passman. Do you have a general statement you desire to make, 

. Lensing ? 

'. Lenstnc. Yes, and I have a prepared statement. 

Mr. PAssman. I believe you are from the district of our colleague, 
Mr. Denton. 

Mr. Lenstnea. Yes. 

Mr. Passman. If you appreciate him as much as we do, you will 
keep him here a long time. 

Mr. Lenstna. He is a buddy of mine. I am not in office now, how- 
ever: I am an attorney practicing in Evansville, Ind., and I represent 
Mr. Isadore Skora, a United States citizen and a native of Evansville. 

We are here to object to any aid being given to Israel, and the prinei- 
pal reason we do so is that we feel that Israel has not treated us fairly, 
ind that when a country comes to the United States seeking aid and 
veeking equity, they should do equity. 

We feel that Israel has violated its treaty with the United States 
in that it has in substance confiscated the property of my client, a 
United States citizen. 

| have two photographs attached to my statement; the first is the 
picture of the municipal building of Tel Aviv. That is my client’s 
property. 

In 1925, when Tel Aviv was a little town of 22,000, Mr. Isadore 
Skora’s father, Mr. Philip Skora, who was a merchant in Evansville, 
Ind., had accumulated a few dollars, and he became interested in this 


ioreign country. It was his religious homeland; I suppose you can 
put it that way. So he invested $100,000 in 1925 and built this munici- 
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pal building of the city of Tel Aviv. He rented the building to the 
municipality and for many years they paid a reasonable rent. |; 
other words, they paid about 900 pounds sterling which, at $4.50 
pound, amounted to $4,500 a year, which was a reasonable return oy 
a $100,000 investment. 

Mr. Wicé_eswortH. What was that figure? 

Mr. cp: 900 pounds sterling a year at $4.50 a pound, or about 
$4,500 a year, which was a rez asonable return on a $100,000 investment. 

In 1951 Mr. Skora—this matter has been going on for quite a few 
years—Mr. Skora was trying to collect some back rents which they 
owed him. In other words, they were occupying the building and not 
paying any rent. So he got an attorney in Chicago to represent him, 
and sent him to Israel, at a cost of $6,000; and the attor ney negotiated 
a lease that was unsatisfactory to Mr. Skora, although it was done 
with his authority. In other words, Mr. Skora had employed this at- 
torney and given him authority, so Mr. Skora was bound by the lease. 
In 1951 he compromised and settled all his back difficulties with Israel 
for 1,000 pounds, which he could not take out of the country. He re- 
negotiated a lease which called for 1,350 Israel pounds rental per 
annum. That amounts to about $700 a year rental. 

The attorney who renegotiated the lease had other business in Israel 
at the time. The net result was that Mr. Skora disavowed the lease 
and has ever since. 

The lease expired in 1953. He has been going everywhere trying to 
get satisfaction. Since 1951, when he spent $6,000 sending an attorney 
over there and getting a new lease, he has not gotten the first penny 
out of it. In the meantime, the c ity of Tel-Aviv occupies this beauti- 
ful building, which is the municipal building of Tel-Aviv. Tel-Aviv 
is the nominal capital of Israel. 

The second photograph in my exhibit shows the buildings along - 
waterfront in Tel-Aviv; the Skora building is about 4 blocks inland 
from the waterfront. Those buildings shown in that picture were not 
built with peanuts. It took foreign “capital to build those buildings. 
The people who furnished that capital were and are permitted to t: ake 
their money out of the country, but Mr. Skora is not permitted to take 
any money out of the country and is not given any income. 

We know that the United States Government rents a building—it 
used to be a residence—two doors from our city hall in Tel-Aviv. 
The United States Government rents this building as an information 
center and library. We know that the United States Government 
pays $3,890 a year rents al for that building. 

The inequality is that Israel collects from the United States Gov- 
ernment, but a United States citizen cannot collect from Israel. They 
tell us they have rent control in Israel and that $700 a year is all we 
can get. Tf that is all we can get for a building eight times larger 
than the building for which the United States Government pays 
$3,890 a year, we feel they have a double set of values, one for what 
you are putting in and another for what you are getting out. 

Tel-Aviv has grown to be a city of approximately : 380,000 popu- 
lation—a modern city like that and still that city government will 
not pay its rent. They got a lease in 1951 which provides for $700 
a year rental, out of which they deduct taxes, which leaves a net rental 
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of $165 a year, and still we cannot take the $165 a year out of the 
country. 

We have gone to the United States Commerce Department, and 
we have gone to the Israeli Embassy, trying to get this liquidated. 
The Commerce Department officials, with a representatives of the 
State Department present, stated they feel this situation is something 
that should be corrected; and. since they were doing a lot of business 
with Israel, we thought maybe they could get the cooperation working 
the other way. But, the Commerce Department tells us, we must 
first exhaust the legal remedies in Israel, that we must resort to the 
courts of Israel. In other words, we would have to hire an attorney 
to go into the courts of Tel-Aviv, or the courts of Israel, which would 
be in Tel-Aviv. The Commerce Department tells us until we have 
obtained a judgment in Tel-Aviv and until payment of that judgment 
has been refused, we can get no assistance from our Government. 

When Israel comes here and seeks aid, it is just as if I were going 
toa banker for help. At home if I go to a banker and want to borrow 
some money the banker is apt to say, “Judge, I would like to see you 
clean up that bad debt you have and liquidate some things.” He 
would tell me to clean up the situation before I could get any money; 
and it seems that Israel should clean up this situation before it gets 
the foreign aid. That is what I am suggesting. I feel Israel 1 
unjustly treating an American citizen, and therefore they should be 
told to get themselves in order in this and perhaps other complaints. 
I do not know if there are other complaints, but they should do some- 
thing about this. 

We have a treaty with Israel and it calls for equal treatment. The 
United States Government pays an Israeli landlord $3,890 a year 
for a building that is not one-eighth the size of our building. 

Mr. Passman. We appreciate ‘the statement you have m: ade. I do 
not know if it is the prerogative of this committee to withhold funds 
as you suggest. We appreciate your reasoning and I think you have 
made a very excellent case here. 

Mr. Lenstne. Thank you very much. IT thought these photographs 
would be better than just a statement. This is a photograph of the 
building which I have discussed. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

(The following material was submitted by the witness :) 


ISADORE SKORA’S OBJECTIONS TO AID TO ISRAEL 


I. Israel violates its treaty with the United States by not granting equitable 
and fair treatment to United States citizens. 

The city of Tel-Aviv is the most important city in Israel. It rents its 
municipal building at 27-29 Bialik Street from the Skoras who are citizens of 
the United States. The United States Government rents a building two doors 
away as an.information center and library. 

The United States pays an Israeli national $3,890 per year rental; but the 
city of Tel-Aviv does not pay the Skoras, our nationals, anything for a building 
eight times as large. 

II. Israel is not in vital need of aid. 

Tel-Aviv is a city of approximately 380,000 population. The municipal build- 
ing, which houses the city administration of Tel-Aviv, was built by the Skoras 
in 1925 at a cost of $100,000 at a time when the Skoras were United States 
citizens. 
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The buildings in the attached photograph of the waterfront of Tel-Ayiy 
shows us that it is a progressive modern city in architecture. The Skora building 
is approximately four blocks inland from the waterfront shown in this picture. 
and it is in the heart of the city. Undoubtedly, the city of Tel-Aviv and the 
State of Israel permits the foreign investors who built these buildings to with. 
draw parts of their capital and earnings made in Tel-Aviv. 

Yet, the Skoras, who are foreign investors of another day, receive a net renta 
of only $165 per year for this beautiful 48-room office building. 

Because of the blocked accounts regulations of Israel, they can’t even take 
that sum out of the country. 

III. They only offer United States citizens litigation and that in Israel, 

The municipality of Tel-Aviv has taken advantage of the Skoras in this, 
to wit: The lease that was made unjustly in 1951, expired June 1, 1953, and 
yet, after 2 years of constant effort, the Skoras have been unable to renegotiate 
the lease, or obtain any offer of any increase of rent. 

When we seek the aid of our Commerce Department, we are told that we 
must first exhaust the legal remedies in the municipality and in the State of 
Israel. When we seek the aid of the Israeli Embassy, we are told that we 
must secure an attorney in Israel who will negotiate for us. 

All of this is unsatisfactory to the Skoras. 

The United States Government pays its Israeli landlord $3,890 a year for 
2,400 square feet of building space, one-eighth as large as the Skoras’ building 
The Tel-Aviv city government pays Skoras $700 a year for 48 offices, a building 
8 times as large—which proportionately should rent for $31,120. Both are 
subject to rent control. 

How can it be more inequitable? We are opposed to giving Israel aid, until 
this and other inequitable treatment is corrected. 

They can get out of our building and we can rent it to the United Stutes 
Government. 


Fripay, June 17, 1955. 
Unrrep Nations Expanpep TecuHnicat Assistance PROGRAM 
WITNESS 


MRS. ALEXANDER STEWART, LEGISLATIVE SECRETARY, WOMEN’S 
INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 


Mr. Passman. Mrs. Stewart, we are very happy to have you appear 
before the committee. For the official record would you give your 
name, any organization you represent; and would you like to make 
your statement at this time? 

Mrs. Stewart. Yes, I would. Iam Mrs. Alexander Stewart, legis- 
lative secretary of the Women’s International League for Peace and 
Freedom, the United States section. 

Our office is at 214 Second Street NE. 

Mr. PassMan. You may proceed, Mrs. Stewart. 

Mrs. Stewart. I appreciate very much the opportunity to present 
our statement for the committee. 

I am going to take some parts of this, and with your permission, 
have the rest of it put in the record. 

Mr. Passman. Anyway you would like to proceed, Mrs. Stewart. 

Mrs. Srrwarr. Mr. Chairman and members of the Subcommittee 
on Foreign Operations of the House Committee on Appropriations, 
I am Mrs. Alexander Stew art, legislative secretary of the Women’s 
International League for Peace and Freedom, United States section, 
with offices at 214 Second Street NE., Washington, D. C. 
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The Women’s International League for Peace and Freedom is one 
of the nongovernmental organizations which, under article 71 of the 
United Nations Charter, was granted consultative status with the 
Economic and Social Council. We also have this status with the 
following specialized agencies : UNESCO, FAO, and UNICEF. 

During its 40 years of existence, since it was founded by Jane 
Addams in 1915, the Women’s International League for Peace and 
Freedom has had as its chief objectives total, universal disarmament 
and the establishment of an economic and social system that would 
serve the needs of all rather than a few. It is therefore natural that 
my organization—as I am sure all of you do—desires what the English 
historian, Arnold J. Toynbee, expresses when he says that “our age 
will be best remembered because it is the first age since the dawn of 
history in which mankind dared to believe it practicable to make the 
benefits of civilization available to the whole of mankind.” 

This belief is written into the U. N. Charter. One of the funda- 
mental concepts is the promise that the United Nations shall work 
for the economic and social betterment of peoples. This is not fuzzy, 
do-gooder kind of idea. It was formulated by nations and statesmen 
who realized that there could be no peace and stability in a world where 
two-thirds of the peopre did not have enough to eat, where millions 
died of diseases that could be cured, where more than 180 million 
families were ill-housed, where Asia, with over half the world’s popu- 
lation, produced only 11 percent of the world’s income, where the 
resources of many lands lay untouched because nobody knew how to 
extract and use them. 

It is clearly stated in the preamble and chapter LX of the charter 
that one of the primary aims of the world organization shall be “to 


promote better standards of life in larger freedom” and to this end 
international machinery shall be employed “for the economic and 
social advancement of all peoples.” The United Nations has gone 
further than to merely state these aims. International machinery has 
been set up. It operates not only in the realm of study and discussion 
and recommendation, but in the eo fields and forests of southeast 


Asia, in the deserts of the Middle East, in the high plains of Latin 
America. Every day in 60 countries and territories throughout the 
world, men and women drawn from as many nationalities, each with 
his or her own special training and experience to share, are working 
to impart to others in urgent need of that technical know-how and ex- 
perience without which economic development is impossible. Al! this 
is the result of a daring belief translated into daring action through 
the United Nations expanded technical assistance program and its 
specialized agencies, 

Before an individual gives his moral and financial support to a 
project, so much more may be said before the Congress allocates funds 
provided from its taxpaying citizens to any project or program, there 
must be careful and objective consideration of the value of such a 
project or program. It is therefore necessary, before giving support 
to the expanded technical assistance program to find out what it is, 
what it does, how it works, what are its accomplishments, and what 
are its problems. 

Technical assistance is not a new invention. It is as old as the 
history of intercourse between organized communities. What is new 
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is the fact that for the first time an effort is being initiated under the 
direction of an international organization to make available the whole 
body of human knowledge for the benefit of those governments and 
peo ples that wish to draw upon it. Between 1946 and 1950 a Series 
of ecisions resulted in the development of a technical assistance pro- 

‘am that spread into the whole area of economic development and 
scales welfare. 

The Women’s International League for Peace and Freedom urges 
the House Foreign Affairs Committee to consider the importance of 
UNETAP for the following reasons: 

UNETAP is important economically because it can help promote 
expanding world production, trade, and investment and bring to the 
people of the world the living standards which modern technology 
made possible. 

UNETAP is important socially because its programs increase the 
capacities of the people in underdeveloped countries for selp- help and 
deals with social problems which if unmet become the source of dis- 
vontent and political instability. 

UNETAP is important politically because the poverty of the under- 
developed countries, combined w ith their growing nationalism, makes 
an explosive combination, The cold war today is fundamentally a 
battle for men’s minds and an appreciation of the problems of under- 
developed nations, together with a willingness to help them, can 
strengthen democratic beliefs and practices among millions of Asians, 
Africans, and Latin Americans. The negative policy of anticom- 
munism is far less potent than a positive policy of prodemocracy. 
Let it be demonstrated that democracy in deeds as well as words can 
be the greatest force in the world, to win men’s minds and hearts. 

UNETAP is important morally because the citizens of the advanced 
countries are less and less willing to see millions of their fellow 
human beings live in such depressed circumstances. At the heart of 
the beliefs of the world’s greatest religions is the principle that each 
and every individual has a responsibility for the well-being of his 
fellow man. Above all the principles on which this great country 
of ours was established call for action which would be based on what 
is right, not merely what is expedient. 

To the Women’s International League for Peace and Freedom 
it is unthinkable that the United States, on whose initiative UNETAP 
was started and which has up to this point offered leadership would 
now forfeit it. At a time when more countries than ever before are 
supporting the program and when the Soviet Union, urged largely 
through the interventions of the United States to support this pro- 
gram has done so, it is no time for the United States to retreat, but 
rather to step up its contributions. In the long ran UNETAP can 
be a more potent force in human affairs than military pone. The 
United States has again taken the initiative in the President’s atoms- 
for-peace program. The President designate of the Geneva Confer- 
ence on peaceful uses of atomic energy to be convened in Geneva this 
summer, Dr. Babha, of India, has said, “If the standard of living 
in India and the underdeveloped areas of the world—like southeast 
Asia—are to rise, then a large fraction of the power in the future 
will have to be developed from atomic energy.” 
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Today is the time for a new advance. There must be no retrenchment on the 
part of the United States, but rather larger appropr iations ou a longtime basis. 
The expanded program of technical assistance is a vital element in any inter- 
national program for cooperation in human progress and for the preservation 
of peace. Neither self-interest nor human decency can allow past and present 
conditions to remain unchanged. 

The President states in his budget message of January 17, 1955, that he would 
request “obligational authority” to cover the total proposed contributions of the 
United States to UNETAP for both calendar years—1955 and 1956. 

The Congress approved $6.5 million as the United States contribution for the 
period ending June 30, 1955. The amount of $24 million has been requested in 
the mutual-security program for the UNETAP program, for fiscal year 1956. 
This includes $8.5 million as a proposed United States contribution for the period 
July 1 to December 31, 1955, and $15.5 million for calendar year 1951. 

Since the United Nations operates on a calendar rather than a fiscal year, the 
Technical Assistance Agency hds been limping along awaiting the United States 
contribution. Program plans must be made and approved months ahead, before 
governments have, under their existing practices, been prepared to make their 
pledges. There is, therefore, the possibility that projects which have been 
approved will have to be withdrawn or country programs rearranged to coincide 
with available funds. The League heartily supports a suggestion by the editors 
of the Washington Post on March 22, 1955 and joins with them in urging the 
Congress to examine for the future the feasibility of authorizing pledges ahead 
within specified limits, while subjecting them to annual appropriations. This we 
believe would be the best way of insuring the maximum long-range effectiveness 
of this experiment in international cooperation at the grassroots. As Mr. Ford 
said, “I can’t imagine any similar undertaking where the United States would 
receive so much good will for so little.” 

For those who may consider that the United States is already giving more than 
its share to the United Nations, it might be helpful to look at a few revealing 
figures. 


The United States contribution to the U. N. budget is $13,407,290. 
All commitments made by virtue of membership i in the United Nations 
and its specialized agencies equals $10,894,300—that is 14 cents per 

apita. The United “States contribution to special United Nations 
programs on a ne basis, considered essential because of the 
disturbed character of the world we live in totals $68,354,871. The 
grand total is therefore $92,656,461 or 56 cents per person per year. 
In contrast, the United States military budget is nearly $400 per 
person per year. 

When one puts with this the financial benefits to the United States 
from the presence of the United Nations in the United States of 
America, the picture changes. The United States takes directly back 
into the Treasury approximately $1,800,000 in taxes from its citizens 
working at the United Nations. Added to this is the pension fund, 
which amounts to approxim: ely e $56 million, all invested in United 
States securities. The United Nations spends approximately $20 
million a year in the United States in salaries, purchases, and so forth. 
The delegates, their aides, and so forth, spend an unknown amount 
which ean be estimated at more than $7 million a year. Adding these 
figures the total comes to $84,800,000. Subtract this amount from the 
grand total of the United States contributions to the United Nations— 
$96,656,461—and the amount is $11,856,461, which isnot much. Many 
good friends of the United Nations are fond of saying, see what 
bargain you are getting for your money. 

The UNICEF program: The WILPF has continually tried to 
bring understanding of the excellent work of UNICEF and to en- 
courage generous support for it. Our consultant at the United Nations, 
Mrs. Gladys D. Walser, observed the work of the Children’s Fund in 
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her trip around the world last year. She has given our members first. 
hand accounts which have served to emphasize the poignant statement 
of Congresswoman Frances Bolton that our only future lies in our 
children. 

She was there part of the time when Danny Kaye was making some 
of the pictures for “Assignment: Children.” I was there when some 
of you Congressmen were. I remember seeing Mr. Taber, and re. 
member what an excellent story there was presented about the Chil- 
dren’s Fund. 

The WILPF has joined with the Citizens Committee for UNICEF 
in a statement before your committee. 

The U. N. refugee program: We are deeply concerned over the prob- 
lems of those people who are made homeless and stateless by war and 
oppression. We would encourage the strongest support possible of 
the UNREF in its program for the victims of political, religious, or 
racial persecution. We hope that the request of the President for $1.4 
million for fiscal 1956 will be authorized and appropriated. 

Asian economic development: Our organization wishes to support 
the proposals made by the President for a program of development as- 
sistance calling for $165 million for the Near East and Africa, Asia, 
and Latin America. 

I would like to close with this thought about world disarmament 
and world development, since this has been something we have worked 
on from the beginning and is now being more seriously considered by 
President Eisenhower, our leaders in Congress and leaders of other 
nations. 

World disarmament and development: The WILPF believes that 
world disarmament is a necessary means toward the security of al 
nations and peoples. The knowledge that weapons threaten ultimate 
destruction makes it imperative for nations to abandon the threat 
and use of force and to substitute the more difficult techniques of ne- 
gotiation with a will to succeed. This effort is at present largely nul- 
lified by the pervasive distrust and fear that cannot be dispelled so 
Jong as the arms race continues. If nations agree to disarm, their 
collective efforts may then be directed toward recognition of the dig- 
nity and worth of the human person and toward meeting material 
needs basic to the good life. Herein lies the real security. 

We recognize that the low economic status of vast areas of thie 
world results in human suffering as well as in serious international 
problems. Believing in the use of the resources of the world for the 
benefit of its people, we support an international program of mutual 
assistance, courageous in magnitude and free from military commit- 
ment. While we recognize certain values in programs of economic 
development initiated by individual countries and private enterprise 
we believe such programs carried on by and through the United Na- 
tions and its specialized agencies are preferable since they furnish 
adequate safeguards against economic exploitation, avoid fear of in- 
perialistic aims or military commitments, and inspire the confidence 
essential to achieve democratic and peaceful development. 

We believe that economic crises and despair often drive people to 
the desperate remedies offered by totalitarianism while economic ani 
social welfare promotes the growth of peace and democracy. 





ome 
ome 


_Te- 
‘hil- 
EF 


rob- 
and 
» of 


617 


The meeting of the Afro-Asian nations in Bandung, Indonesia, 
representing nearly three-fifths of the world’s people, has helped _ to 
point up the importance of their social and economic problems which 
they feel cannot be solved by primary emphasis on military solutions. 
A quote from the final communique of the Conference summed up the 
feeling on disarmament and development : 


The conference considered that disarmament and the prohibition of production 
** * and use of nuclear * * * weapons of war are imperative to save mankind 
and civilization from the fear of wholesale destruction * * * that effective in- 
ternational control should be established * * * to implement such prohibition 
and that speedy and determined efforts should be made to this end. * * * The 


conference recognized the urgency of promoting economic development in the 
Asian-African region * * * emphasized the particular significance of the de- 


velopment of nuclear energy for peaceful purposes. * * * Nations should practice 
tolerance and live together in peace * * * on the basis of * * * respect for the 
fundamental human rights and for the purposes and principles of the Charter 
of the United Nations. 

The world has become a neighborhood and it seems to me we must 
make it a brotherhood. Abraham Lincoln said that this Nation could 
not remain “half-slave and half-free.” It is equally true that hu- 
manity as a whole cannot continue indefinitely half in misery, half in 
comfort. Unless these groups are given the support that their value 
demands human progress will be gravely delayed and endangered. 
This is the kind of cause that should enlist and must enlist, the careful, 
critical, and generous support of all men and women of good will. 
Of such are you, members of this committee. 

Mr., Passman. Thank you, Mrs. Stewart, for a very excellent 
statement. 

Mrs. Stewart. Thank you, Mr. Passman. 


Fripay, June 17, 1955. 
Murvatu Securiry Program 
WITNESS 


REUBEN JOHNSON, ASSISTANT COORDINATOR FOR LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Passman. The next witness will be Mr. Reuben Johnson of 
the National Farmers Union. Will you proceed, please. 

Mr. JoHnson. I am Reuben Johnson, assistant coordinator for 
legislative services of the National Farmers Union. 

Mr. Chairman, I have a very brief oral statement and also a state- 
ment which I should like to file for the record. I have additional 
copies of the statement I plan to file, but I do not have additional 
copies of my oral statement. 

Mr. Passman. Mr. Johnson, you may snbmit your statement for 
the record, and use vour 10 minutes any way you like. 

(The statement is as follows :) 
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THe Roap TO PEACE—STATEMENT OF JAMES G. PATTON, PRESIDENT, NATION) 
FARMERS UNION 


Mr. Chairman and members of the committee, the president of National Farm 
ers Union, Mr. James G. Patton, is a member of the Public Advisory Board of 
the Foreign Operations Administration. He served for many years as a member 
of the Public Advsory Boards of the Economic Cooperation Administration and 
the Mutual Security Administration. 

Mr. Patton served as a United States delegate to all of the early meetings 
leading up to the establishment of the Food and Agriculture Organization of the 
United Nations and has served as a delegate to many of their meetings. 

The organization I represent here today is a member of the International Fed- 
eration of Agricultural Producers, an organization made up of national farm 
organizations of the various countries of the free world. Mr. Patton is a mem- 
ber of the executive committee of that organization. 

The membership of National Farmers Union kas expressed through delegates 
to NFU conventions a strong and continuing interest in activities and programs 
which bear upon this Nation’s efforts to increase the economic strength, pro- 
duction capacity, and living standards of the free nations. We look upon such 
activities and programs as essential to the attainment of peace and better living 
for United States citizens as well as citizens of the free nations. Moreover, we 
look upon such programs, not as foolhardy benevolence, but as a common sense 
approach to the attainment of peace and of our cwn security and survival. 

We are convinced that farmer-members of the IFAP organizations in other 
rations have similar interests to those of farmers in the United States. Basie 
among their desires is the goal of peace and mutual understanding between 
nations of the free world and the hope that the community of free and demo- 
cratic nations will grow in number. 

The true feelings of members of National Farmers Union can perhaps be 
expressed by quoting a segment of our program: 

“We reaffirm our support for United States efforts to assist in the develop 
ment of a coordinated program of aid to relieve hunger and suffering, and for 
expansion and strengthening of the national economies of the democratie¢ nations 
in ways that will not destroy the principle of self-determination of people. The 
United States should help these nations to develop economic conditions that 
will— 

“(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on 
others as a condition of our help, or of undertaking actions ourselves in the 
absence of appropriate efforts in the countries that participate; 

“(b) Promote material well-being and allow employment, production, trade, 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism ; 

“(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so that 
economic gains are distributed equitably within countries; and 

“(d) Attract peoples and governments toward the democratic system of 
political freedom. 

“To attain these objectives we support continued international economic 
negotiation; increased United States contributions to the specialized agencies 
such as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced tech- 
nological knowledge of farm ‘know-how’ are made available to other nations 
to assist them to increase the efficiency of production and marketing and to 
improve their agricultural land tenure systems, eliminate colonialism, and reform 
economic and social structures. 

“* * * There are today two major obstacles to the attainment of true world 
brotherhood and permanent peace. One is the continued existence, throughout 
the world of colonialism and other uncorrected and indefensible evils which 
provide the seedbed for agitation, uprising, and revolt. The other is the fact 
that the rulers of the Soviet Union, instead of cooperating to end these conditions 
under free government, have revealed imperialistic world aims and a determina- 
tion to exploit every wrong for their own imperialistic purposes. We must work 
to ease and ultimately to end starvation, exploitation, feudalism, distatorships, 


bad land tenure systems. discrimination, and all other injustices and threats to 
world peace.” 





While strongly favoring programs of technical assistance and economic devel 
opment under the mutual security bill, we have not lost sight of the need for 
armed strength among the free nations. In this connection, we support the 
action of the Senate Foreign Relations Committee, concurred in by the Sen- 
ate, providing $1.4 billion for military assistance and $317 million for direct 
forces support. 

The United States must recognize and make clear to other nations that the 
common defense against imperialistic communism requires the development in 
every free nation of a reliable modern defense force prepared to act in concert 
with defense forces of other noncommunistic nations to bring any aggressor to 
trial before world opinion. Such a program necessarily includes the acceptance 
by the United States of the major financial burden for the acquisition and main- 
tenance of military hardware in most nations outside of Europe. 

United States economic programs must, of course, be geared to this reality. 
We believe this has been accomplished in the Senate-passed bill. 


STRENGTH THROUGH HUMANITARIAN CONSIDERATION 


We recognize, also, that strength can come to the free world through moral 
and humanitarian considerations as well. In many cases better nutrition and 
clothing for low-income people can be a more potent peace builder than arma 
ments. 

National Farmers Union emphasizes the great importance and decisive role 
that abundant United States food can play in building friendship and support 
for the United States on a permanent basis. We strongly support action of 
the Senate Foreign Relations Committee in earmarking in section 8 (b) funds 
totaling $600 million over a 2-year period, and the strengthening amendments 
adopted during debate by the Senate. 

With food-short Asia to receive about 68 percent of the total aid provided 
under the Senate bill, it is clear that our abundant food is just as much if not 
more of an asset than military hardware. United States abundant food, widely 
abhorred by Secretary Benson, is the answer to the threat of “stomach com- 
munism” with its false promises of enough to eat in the lesser developed Asiatic 
nations. 

In one era of this comparatively young Nation’s history—only about 75 years 
ago, in fact—the Colt revolver in the belt of the frontiersman was known as 
the equalizer. The mere sight of it was thought to discourage attack. This era, 
however, was short-lived. The search for peace by our forefathers, accompanied 
by the growing confidence in the ability of a young democratic Nation to pass 
fair and just laws, put an end to the Colt revolver as a symbol of equality of 
strength. 

The Colt revolver of 75 years ago is gone but in its place and in a different 
setting, we have the atomic, the hydrogen, and now we read, the U-bomb. These 
weapons have taken on the symbol of equality and strength which in an earlier 
day belonged to the Colt revolver. The U-bomb, particularly, we understand does 
hot require a nation to have huge stockpiles of bombs nor even costly manufactur- 
ing plants. The little nations can make them. too. 

While we are fully aware of the desirability of military strength, we submit 
that it is a mistake to use economic assistance to bait underdeveloped nations 
into wearing our six-shooters. We ought fully to realize that poverty and 
ignorance are handmaidens of the Communists and that programs to raise stand- 
ards of lving and education are as much a part of a program for peace as 
military armament. There are certainly no more important concerns to men 
and women of the free nations than the improvement of their living standards. 
We should take advantage of their primary urge to strengthen the bonds that 
unite us in the struggle for peace. 

We like to think, Mr. Chairman, that the mutual security program is a 
concrete step toward peace and that, like our frontier citizens of 75 years 
ago, we will be able to continue passing whatever laws are necessary to bring 
and preserve peace. 


HOOVER COMMISSION 


We feel strongly that the Hoover Commission in its report on overseas economic 
operations fails to comprehend fully the objectives of the mutual security pro- 
cram as we understand them. We agree fully with Congressman Chet Holi- 
field’s dissenting statement which is contained in the text of the Hoover study. 
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THE FOUR FREEDOMS 


President Roosevelt, addressing Congress on January 6, 1941, spoke of free- 
dom—freedom of the kind which we believe is earnestly sought by most of the 
Asiatic nations represented at the Bandung Conference: I quote as follows: 

“We look forward to a world founded upon four essential human freedoms. 
The first is freedom of speech and expression—everywhere in the world. The 
second is freedom of every person to worship God in his own way—everywhere 
in the world. The third is freedom from want—which, translated into world 
terms, means economic understanding which will secure to every nation a healthy, 
peaceful life for its inhabitants—everywhere in the world. The fourth is free- 
dom from fear—which, translated into world terms, means a worldwide reduction 
of armaments to such a point and in such a thorough fashion that no nation will 
be in a position to commit an act of physical aggression against any neighbor— 
anywhere in the world.” 

Mr. Chairman, these four freedoms, we are convinced, are the kind of free- 
doms sought by many of the nations represented at the Bandung Conference. We 
submit that they are good yardsticks by which to measure the legislation you are 
considering. 

United States farmers and most other United States citizens, we firmly believe, 
want the inhabitants of other nations to be free from oppression and tyranny and 
to enjoy a better life and be able to earn a better living. 

The country’s historic documents of liberty reflect the natural processes of ex- 
tending the freedom of the individual to even wider groups, of expanding the 
content of freedom and of readjusting it to the new and changing needs of society. 
In this connection, we support the establishment of a democratic world economic 
union, composed of nations that will subscribe to the kind of democratic rights 
and privileges set forth in our Constitution and Bill of Rights, which are, of 
course, examples of documents which resulted in extending the freedom of the 
individual to greater numbers. 

Until such time as a democratic world economic union can be established 
and put into operation, we are convinced that the policies of the United States, 
operating through the foreign economic agencies, the United Nations, and the 
specialized agencies, such as Food and Agriculture Organization, should be 
adopted to coincide as nearly as possible with the kind of economic program for 
the free world as would be developed if such an economic union of democratic 
nations were in existence. 

That is to say, we feel that the largest possible proportion of our technical 
assistance and economic development programs should be implemented through 
the agencies of the United Nations. Moreover, we are convinced that those 
parts of these programs that cannot under current conditions be best admin- 
istered through the United Nations should be carried out as fully as possible 
through the voluntary private foreign policy organizations such as CARE. This 
has two advantages, we feel. First, it helps overcome the appearance, as well 
as the actuality, of economic imperialism. Second, we are convinced that we 
can be more fully assured that the people in other nations who need our economic 
help most will be more likely to receive it if such programs are administered 
through private relief organizations than by government-to-government proce- 
dures. 

We want particularly to support the technical assistance program conducted 
under the auspices of the United Nations which is provided for in the bill passed 
by the Senate. There is a need, in our judgment, for action which will make 
possible a United States pledge in November 1955 for the 1956 calendar year. 
To accomplish this will require that $8.5 million be authorized for the last half 
of the 1955 calendar year and $15.5 million for the 1956 calendar year. It would 
be a serious mistake for the United States to cut this program in which 75 
different governments have pledged $100 million since 1950. 

Mr. Chairman, we appreciate the opportunity to express our views before you 
on the mutual aid bill. I have brought along several other statements which 
are related to the legislation under consideration which express the views of 


National Farmers Union in greater detail. I request your permission to insert 
them at this point. 


Mr. Jounson. All right, sir. 
Mr. Chairman and members of the committee. I am Reuben John- 
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son, assistant coordinator for legislative services, National Farmers 
Union. 

Mr. Rooney. You represent Jim Patton ? 

Mr. Jonson. Yes, sir; I am here to present the statement of James 
G. Patton, president, National Farmers Union. 

National Farmers Union testified before the Senate Committee on 
Foreign Relations on May 23, 1955, and before the House Committee 
on Foreign Affairs just this afternoon. We discussed with each of 
these committees broad, general principles which are the outgrowth 
of continuing study and discussion by members of National Farmers 
Union. 

In order that this subcommittee may have available for considera- 
tion our statement presented to the House Foreign Affairs Committee, 
I request that it: be inserted in the record at the close of this statement. 

I want to'commend the subeommittee for its diligence in scheduling 
an evening hearing on what is ordinarily the last working day each 
week for the Congress. I am sure that all of your constituents are not 
aware of the time, energy and work which you devote to important 
legislative duties such as this. 

Unfortunately, there are many of our citizens today who have 
severely criticized United States benevolence overseas. For most of 
these, we sincerely believe that full and complete information would 
change their attitude. The members of this subcommittee have had 
access to unlimited information concerning the need for funds to con- 
tinue our mutual security program. You have doubtless read Senate 
Report No.-383 in which fal and complete justification is given for 
the authorizations under the various programs which are described. 

What I am trying to state, Mr. Chairman, is that the members of the 
committee are far in advance of the average United States citizen in 
their knowledge concerning the need for our mutual security program. 
Certain information, as you know, is never made available to the pub- 
lic for security reasons. 

Under the circumstances, the committee has a heavy responsibility 
to see that.‘we in the United States. are led to proper decisions con- 
cerning the need for a mutual security program of the kind approved 
by the Senate of the United States. We sincerely believe that most of 
our citizens are fully in sympathy with the program you are consider- 
ing and that those who are not in sympathy will react favorably if 
given the facts. They must be made to understand that our very sur- 
vival is at stake. 

We believe the Senate has exercised the highest order of leadership, 
and it is our sincere hope that this subcommittee as well as the full 
committee will carefully study the mutual security program approved 
by the Senate. We sincerely hope, too, that the conclusions you draw 
from your deliberations and the leadership exercised will result in ade- 
quate funds being made available by the House of Representatives. 

_ Mr. Chairman, we have limited our testimony due to the 10-minute 
limitation under which the subcommittee is working. We do, how- 
ever, want to make some very brief comments concerning the various 
sections of the Senate-passed bill, S. 2090. 





SECTION 2—MILITARY ASSISTANCE 


Most everybody has seen the need for armed strength among the 
free nations. National Farmers Union is no exception. As we point 
out in our statement before the House Foreign Affairs Committee, 
however, better nutrition and clothing for low-income people can, in 
some cases, be a more potent peacebuilder than armaments. 

Very frankly, we do not feel that we have sufficient information to 
make any specific recommendation on proposed expenditures. We 
defer, therefore, to the judgment of the Senate and to those charged 
with the responsibility for administration. 


SECTION 3—DIRECT FORCES SUPPORT 


As we understand this section of the Senate bill, it is designed to 
expand the economies of the poverty-stricken countries as a means of 
backstopping military endeavors. About two-thirds of the proposed 
aid will go to Korea. Most of the remainder will go to Asia. The 
proposed use of these funds has a twofold objective which we believe 
will substantially strengthen our relationship with Asiatic countries 
while blocking the efforts of the Communists to make inroads based 
on false promises of enough to eat and wear. 


SECTION 4—DEFENSE SUPPORT 


We do not understand why this program was not referred to as one 
ef economic development. It could have just as well been referred to 
as such. In any event, National Farmers Union supports the action 


of the Senate in directing aid to Asia, the Near East and Africa, with 
a small amount proposed - for the European countries. 


SECTION 6 AND SECTION 9 (C)—DEVELOPMENT ASSISTANCE 


We strongly support this program as we believe that it is vitally needed if 
we are to maintain an expanding economy in step with our scientific and tec- 
nological advances. As the Senate report or S. 2090 states: ‘The increasing im- 
balance in world economic conditions is in itself disadvantageous to the United 
States * * * This growth (United States growth) cannot be sustained in iso- 
lation. The American economy is too dependent upon the rest of the world, both 
as a market and as a source of raw materials, to continue to expand at a rate 
far in excess of that of half the world.” 


SECTION 7—TECHNICAL COOPERATION 


We support Senate action which makes possible under 8. 2090 both bilateral 
and multilateral programs of technical assistance. We feel, however, that the 
United States has much more to gain if the largest possible proportion of our 
technical assistance and economic development programs should be implemented 
through the agencies of the United Nations. We are convinced also that those 
parts of the programs that cannot under current conditions be administered 
best through the United Nations should be carried out as fully as possible through 
the voluntary private foreign policy organizations such as CARE. This has 
two advantages, we feel. First, it helps overcome the appearance, as well as 
the actuality of economic imperialism. Second, we are convinced that we can 
be more fully assured that the people in other nations who need our economic 
help most will be more likely to receive it if such programs are administered 
through private relief organizations than by government to government 
procedures. 
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We strongly urge this subcommittee to support the technical assist- 
ance program conducted under the auspices of the United Nations 
which is provided for in the bill passed by the Senate. There is a need 
in our judgment, for action which will make possible a United States 
pledge in November 1955 for the 1956 calendar year. To accomplish 
this will require that $8.5 million be authorized for the last half of the 
1955 calendar year and $15.5 million for the 1956 calendar year. It 
would be a grievous error for the United States to cut this program in 
which 75 different governments have pledged $100 million since 1950. 


SECTION 8—OTHER PROGRAMS 


Mr. Chairman, I shall not attempt to comment on the other mutual 
security programs for which funds have been authorized by the Senate 
under section 8 of S. 2090, except to support in general principle, the 
expenditures authorized, and to support, partic sul: arly, that provision 
which provides for the export and sale for foreign currencies of surplus 
agricultural commodities in an amount not less than $350 million 
annually. 

We want to express our appreciation to the subcommittee for their 
interest in getting before the full committee all the facts concerning 
the mutual security program, in the form of a full and complete record 
of hearings. We know that thus armed, the full committee can provide 
the leadership needed to gain favorable support of whatever bill you 
report to the House of Representatives. 

Mr. Passman. Thank you, Mr. Johnson. The committee member; 
appreciate the information you have furnished to us here. 

Mr. Jounson. Thank you, sir. 


Fripay, JUNE 17, 1955. 
Unirep Nations CHILpREN’s Funpb 


WITNESS 


MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, CITIZENS 
COMMITTEE FOR UNICEF 


Mr. Passman. The next witness will be Mrs. Virginia M. Gray of 
the Citizens Committee for UNICEF. Please have a seat, Mrs. Gray. 

Mrs. Gray. Thank you. 

Mr. Passman. Do you have a prepared statement that you would 
like to present at this time ? 

Mrs. Gray. I have a prepared statement, Mr. Chairman, which is 
ee It is a little long, I am afraid, to read in 10 minutes, 
so I should like your permission to file it. 

Mr. PassMAN. You just use your 10 mintes any way you want. You 
may delete or speak orally and insert any part of the statement you 
like. 

Mrs. Gray. Thank you very much. 

(The statement is as follows :) 
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STATEMENT OF MRS. VIRGINIA M. GRAY EXECUTIVE SECRETARY, CITIZENS COMMITTEE 
ror UNICEF on BEHALF OF THE APPROPRIATIONS FOR THE UNITED NATIONS 
CHILDREN’S FUND 


I am Virginia M. Gray, executive secretary of the Citizens Committee for 
UNICEF. The Citizens Committee for UNICEF is an informal clearinghouse 
of legislative information for a number of national organizations which support 
continued United States participation in the United Nations Children’s Fund 
(UNICEF). Some of these organizations appear before you separately to present 
their views. Others, such ag the following, have authorized this joint statement: 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Women’s Division of Christian Service of the Board of 
Missions and Church Extension 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 

Members of these organizations have followed the work of UNICEF since it 
was etsablished in 1946 and have shown their approval by voting to support 
continuing contributions. Indeed more people know about the work of UNICEF 
now than ever before, and, as a result, citizen support for the work is stronger 
now than at any time before. The number of friends of UNICEF grows daily 
as the fine film Assignment: Children, featuring Danny Kaye, takes the UNICEF 
story into theaters throughout the land. The film’s vivid dramatization of the 
work in selected areas of Asia has been given a most enthusiastic reception and, 
from all reports, unanimous approval. Paramount’s generous contribution to the 
cause of UNICEF in producing the film adds the voice of approval of an important 
American industry to those of the groups I represent here tonight. 

I am appearing before you to renew our plea for your continued support of the 
work of the Children’s Fund in the year ahead. The administration recommenda- 
tion for UNICEF in the mutual security program is an appropriation of $14.5 
million for fiscal 1956, which is expected to cover the 18-month period from July 
1, 1955, to December 31, 1956. The $14.5 figure would permit a contribution of 
$4.8 million for the second half of the calendar year 1955 and $9.7 million for the 
full calendar year 1956. I should like to commend the executive branch’s strong 
support of the UNICEF program and the general objectives of their proposed 
request for fiscal 1956. Our organizations are convinced, however, that this 
request is too modest. We should like to see the United States contribution to 
the work of the Children’s Fund set at the rate of a million a month. 

The Executive Board of UNICEF has voted a target budget for the coming 
year of $20 million, based on the urgent requests for aid which have already 
reached them, and on the estimated contribution of $8 million from the 75 other 
governments that give or are expected to give to the central fund this year. 
With the restrictions of a 60-40 matching formula established by the United 
States last year, this target budget would indicate that a contribution of $12 mil- 
lion from the United States could be matched by the other governments. The 
organizations which I represent urge a United States contribution of $12 million 
for fiscal 1956, a contribution at the rate of a million a month. If your com- 
mittee sees fit to appropriate now for the full calendar year 1956, then we 
would support an appropriation of $18 million. 

The proposal of the executive branch that the contribution for this next fiscal 
year cover a period of 18 months has caused considerable concern to the many 
friends of UNICEF. The question of whether the appropriation is for 12 or 18 
months is a technical matter which should be settled between th executive branch 
and the Congress. It is not within our province to take a position one way or the 
other. We are greatly disturbed, however, lest a possible disagreement over a 
technicality such as this one result in a restriction on the funds that would 
cause a curtailment of the work of the Children’s fund. 

Our organizations are of the firm conviction that no work in the field of 
international cooperation offers greater promise for the future than this sound 
program of self-help. The United States is known in each area where UNICEF 





ti 
he 
bi 
in 
ne 


mo 


has worked as one of the most important sponsors of this program. It would be 
unfortunate indeed at this critical period in East-West relations for the United 
States to allow its position of leadership to be weakened. On the contrary, an 
appropriation of $12 million for the coming fiscal year would be additional evi- 
dence of our confidence in this work and of our awareness of the increasing 
strides being made by other contributing governments to raise an even larger 
share through the stimulus offered by the United States matching formula. To 
show the extent of the growth of gifts from governments other than the United 
States, we have the fact that their contributions increased 19.2 percent in 1954 
over 1953. Estimates for 1955 indicate the increase over 1953 will amount to 
52.7 percent. A United States contribution of a million a month would stimulate 
a continued growth of this kind. 

We urge a United States contribution at the rate of a million a month for the 
following reasons: 
1. The needs of the world’s children are so great 

About 600 million children live in areas where inadequate health and nutri- 
tion standards threaten to deprive them of an opportunity to develop into normal, 
healthy, self-supporting adults. Projects approved by UNICEF for 1955 will 
bring food, medical care, and other aid to over 32 million. These figures are 
impressive, of course, but they represent only a small proportion of the critical 
needs of so many children. 


2. Important and urgently needed projects are still to be done 

A number of projects have won tentative executive board approval and await 
only the necessary funds to translate them into reality. Work on the treatment 
of leprosy in French Equatorial Africa and Gambia and Thailand, on yaws in 
the Gold Coast and Nigeria among others, on trachoma control in Morocco and 
Indonesia, on tuberculosis through administering BGG shots to children in 
Gambodia, Ceylon, and Vietnam; these are the dramatic attacks on ancient 
diseases that have no place anywhere in the 20th century ! 

Equally important are nutrition programs that reach especially the children 
from 1 to 6 who have been found to be the most seriously affected group iu the 
population of many areas. It is at these ages when children’s rapidly growing 
bodies have the greatest ned for an adequate diet and it is at this time that the 
lack of such nutrition has its most serious effects on their whole life. 

Perhaps the sense of urgency is greatest of all in regard to a malaria eradica- 
tion program in the Americas. Mexico, with two-thirds of the unprotected popu- 
lation in the Western Hemisphere, has requested help in such a program. Public 
health experts and malariologists are becoming increasingly alarmed by evidence 
that the anopheles mosquito which transmits the disease is developing a resist- 
ance to the commonly used DDT spray. Therefore the distinct possibility arises 
that the benefits of local spraying operations of the past may be lost in the long 
run unless the problem is attacked as a major extermination effect. A contri 
bution of $12 million for the coming fiscal year could bring the beginning of this 
large scale undertaking within the range of financial possibility within the com- 
ing year. 

3. UNICEF isa voluntary, cooperative program of self-help 

UNICEF operates under certain well-established rules. Each country desiring 
assistance must first request aid and must be able to give satisfactory evidence 
that it will be able to develop and continue the program on its own initiative after 
the UNICEF part of the work has been terminated. In addition, each assisted 
country must agree in advance to contribute in goods or services an amount equal 
to the UNICEF contribution. Projects begun on such sound foundations have 
every promise of fulfiling their objectives. 

}. UNICEF supplements the aims of United States foreign aid in general 

The children’s fund concentrates on assistance to the same areas where 
United States foreign aid is recommended to go: “the are of free Asia,” the 
Middle East, Africa, and Latin America. Being the only program devoted solely 
to children UNICEF’s work supplements the board objectives of United States 
assistance. 


5. UNICEF is an investment that attracts much supporting capital 


Each dollar contributed by the United States to UNICEF’s central account 
must be matched by at least 66.7 cents from other contributing governments. 
This is matching support of a magnitude which the United States does not 
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receive for its own economic and technical aid programs. There is, however, 
an additional benefit. In 1954 assisted countries contributed an average of 
$1.90 to projects in their own territories for each dollar allocated by UNICEF. 
Thus each United States dollar attracts an additional $2.56 (66.7 plus 1.90) for 
international child health and welfare. This fact alone should have a strong 
appeal for businessmen. 


6. A contribution of $12 million is in line with our economic resources 


Two important relationships are often overlooked in discussions of the United 
States role in UNICEF. The first is that, while the United States contribution 
to the central fund of UNICEF was limited last year to 60 percent of the total 
given by all governments, this does not mean that the United States carries the 
burden of over half of the aid given. A more realistic figure is that the United 
States contribution is under 18 percent of total aid made possible through 
UNICEF when all funds, including local contributions of the assisted country, 
are counted. Such a percentage is certainly not out of line with our resources. 

A second type of comparison relates per capita contributions. On the basis of 
our request for $12 million, the per capita share would be 7.3 cents. Last year the 
United States gave 5.2 cents per capita and, contrary to opinions held in some 
quarters, did not rank first at all. New Zealand gave 10.3 cents per capita; 
Australia, 5.1; Iceland, 4.1; and Thailand, 2.1. Other countries ran somewhat 
less, but if an attempt is made to compare the contributions on the basis of per 
capita income, the relative size of gifts from other governments takes on much 
greater significance, and, in a comparison of this sort, we find that the United 
States ranks 17th. 

In conclusion, may we urge you, the members of this committee who share 
with all of us a firm belief in the tremendous value of UNICEF’s work, to re- 
assert the leadership of the United States Government and the American people 
in this great humanitarian undertaking by appropriating a contribution for the 
United States at the rate of a million a month for the world’s children. It will 
cost each of us in the United States six-tenths of a cent a month! Surely it is 
worth it when UNICEF will take food, medical care, and other aid to more than 
52 million children this year. 

Thank you very much for the privilege of appearing before you this evening. 

Mrs. Gray. I brought a stack of information, in case you have 
questions. 

Mr. PassMAN. You may proceed in your own way. 

Mrs. Gray. I will just cover a few points. 

First of all I should identify myself. I am Virginia M. Gray, 
executive secretary of the Citizens Committee for U NICEF. We de- 
scribed the committee in the prepared statement, and give a list of 
groups for whom I am appearing here tonight. 

I would like to say that I am asked to do this in the interest of sav- 
ing your time, not because a number of the people in this organization 
do not want to come up here and urge full support for UNICEF, too; 
but we know you have a tremendous assignment ahead of you. 

Mr. Passman. We appreciate that. 

Mrs. Gray. So in the interest of saving time I am speaking for 
these other organizations. 

I think that the amount of money involved for UNICEF is so small 
that it sometimes seems as though we should hardly ask to take your 
time, but the members of our organizations are so convinced that it is 
one of the most important programs in the whole mutual security that 
we must do so. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mrs. Gray. I think the relatively small amount of money in no way 
measures the importance nor the magnitude of the work done. 

I should like to mention at this time that people all over the coun- 
try are learning more about UNICEF than ever before. I think the 
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film, Assignment: Children, is taking the story to children all over 
the country. I know Mr. Taber saw it and celebrated his birthday at 
the premier here in May, but I do not know whether other members 
of the committee saw it or not. 

I am appearing here tonight to urge your continued support for the 
UNICEF program. It is a little difficult to know how to proceed 
this time, because we are appearing before the Administration has 
formally presented its statement to you, as I understand it, and before 
the authorization has been passed. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mrs. Gray. We should like to recommend that the contribution be 
made at the rate of $1 million a month. As I understand it, the admin- 
istration request is planned this time for an 18-month period. Our 
organizations do not think that the question of whether the appropria- 
tion is for a 12-month or an 18-month period concerns us. We think 
that is a matter for the Congress and the executive branch. We are 
concerned that UNICEF not suffer and not be curtailed through any 
disagreement over the way the funds are appropriated. 

So while I do not like slogans on the whole it seems to me it is simpler 
just to say we would like to see the funds appropriated at the rate 
of $1 million a month. We are very much in favor of the appropria- 
tion for the reasons that are listed here. We urge you in your wisdom, 
whether you spnreaiias for 12 months or 18 months, to tr y to appro- 
priate enough so that the program will not suffer. 

Mr. Passman. I hope that we can straighten that out this year. Of 
course, we appropriate on a fiscal-year basis. We have had some 
trouble with that in the past, and I thought that we had corrected it 
last year. 

Mrs. Gray. I thought so, too. Last year it was for 18 months, and 
you brought it up to date to be on the fiscal year. Now we understand 
there is that problem again because the administration is coming in 
for an 18-month program. We just hope that the Children’s F ‘und 
will not suffer. 

We feel that the program at the present time, if the Congress would 
appropriate at the rate of $1 million a month, would still represent 
only six-tenths of a cent per person, and that certainly seems very 
small, and it certainly seems to me the program is worth it, when we 
know that UNICEF can take food and medical care and aid to over 
32 million children. 

We feel that as Jesus said, “Inasmuch as ye do unto the least of 
these ye have done it unto me.” 

I think that is all I will say. We are grateful for your time and 
thank you for allowing us to come. 

Mr. Passman. If you want to comment on any other section, you 
may use the entire 10 minutes. 

Mrs. Gray. Thank you very much. I would be happy to answer 
any questions, if there are any questions any of you would like to ask 
on any part I might be able to answer. 

Mr. PassMan. Off the record. 

(Diseussion off the record.) 

Mr. Passman. You made a very excellent case last year, and we do 
appreciate the information you have given us this time. It will be 

taken into account when we write the bill. 





628 


Mrs. Gray. Thank you. When I saw that the Senate Foreign Rela- 
tions Committee reported the authorization for $14.5 million for the 
fiscal year, that still leaves the possibility of having at least $1 million 
a month. 

Mr. Passman. On behalf of the committee let me say that we cer- 
tainly want to thank you for appearing. 

Mrs. Gray. Thank you very much. 


Fray, JUNE 17, 1955. 
Unirep Natrions CHILDREN’S FuNp 
WITNESS 


MRS. ELIZABETH T. FARWELL, MEMBER, WASHINGTON COMMIT- 
TEE ON LEGISLATION, NATIONAL CONGRESS OF PARENTS AND 
TEACHERS 


Mr. Passman. The next witness will be Mrs. Albert E. Farwell, of 
the National Congress of Parents and Teachers. 

Please give your full name and the organization you represent. 
Would you like to submit a general statement for the record or speak 
at this time ? 

Mr. Farwe xt. I would like to read my one-page statement. 

Mr. Chairman and members of the committee, I am Elizabeth T. 
Farwell, a member of the Washington Committee on Legislation for 
tle National Congress of Parents and Teachers. Iam submitting this 
statement for Mrs. Clifford N. Jenkins, chairman of the committee. I 
um very appreciative of this opportunity to appear before you tonight 
to represent the National Congress of Parents and Teachers, which is 
a volunteer group with nearly. 914 million memberships. 

Our large membership has shown a continuing interest in the strong 
support of the program of the United Nations Children’s Fund since 
its inception in 1946. We are concerned about the welfare of children 
all over the world and believe that the future welfare of our own 
children will depend, to a large extent, on the health, welfare, and 
education of children in the underdeveloped countries. 

We believe that the United Nations. Children’s Fund is an out- 
standing example of a self-help program wherein the nations request- 
ing UNICEF aid have contributed matching funds or better and are 
taking over the programs as fast as their economies and know-how 
will allow. 

We believe that in this period when our Governinent is working to 
achieve the formula for an enduring peace we should be willing to 
contribute the money requested for this program for the children with 
whom our children will face adulthood. We believe that the talks of 
diplomats and the plans of legislators can never meet with lasting suc- 
cess while disease and malnutrition are rampant in large sections of 
the world, and while parents have to sit helplessly and watch their 
children die. 

For these reasons, the National Congress of Parents and Teachers 
reiterates its strong support of this program and urges that this com- 
mittee grant the request of a million a month for UNICEF. 
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We feel that in this way projects which have already received 
UNICEF endorsement can be successfully carried through. We 
errnestly hope that this million a month will be appropriated as the 
United States contribution this year to a great humanitarian program 
of our time. We believe that all children are our children, wherever 
they may live. 

Mr. Passman. Thank you, Mrs. Farwell, for a very fine statement. 

Mr. Rooney. That is the best statement so far this evening. 

Mrs. Farwetxi. Thank you. Is it because it is brief or because you 
really liked it? 

Mr. Rooney. Because it is brief and right to the point. 

Mrs. Farwenyi. Thank you. 


Fripay, Jung 17, 1955. 
Unrrep Nations Expanpep Procram or TreCHNICAL ASSISTANCE 
WITNESS 
MRS. FRANCIS P. DOUGLAS, LEAGUE OF WOMEN VOTERS 


Mr. Passman. We will have Mrs. Francis P. Douglas as the next 
witness, representing the League of Women Voters. 

How do you do, Mrs. Douglas. 

Mrs. Doveias. How do you do, Mr. Passman. 

Really, I am just a messenger clerk tonight, because I am a member 
of the staff of the League of Women Voters, and only volunteer mem 
bers on the board can speak for the league. All volunteer members 
are tied up tonight. 

Mr. PassmMan. We would be happy to have you appear before the 
committee. Do you wish to file a statement or present your views 
orally ¢ 

Mrs. Dovatas. I think the statement speaks for itself. I think what 
Mrs. Lee has said in the statement covers the whole thing. 

Mr. PassMan. We do appreciate your interest. Thank you for 
coming before the committee. 

Mrs. Dove.as. It is nice of you to let us come, and we appreciate it. 

(The statement is as follows:) 


STATEMENT BY Mrs. Joun G. Lee, PRESIDENT, LEAGUE OF WOMEN VOTERS OF 
THE. UNITED STATES ON FOREIGN OPERATIONS IN SUPPORT OF THE U. N. Ex- 
PANDED PROGRAM FOR TECHNICAL ASSISTANCE 


The mutual security program, which is now before the House Appropriations 
Committee, consists of many parts with which the League of Women Voters 
has been concerned. This statement, however, is confined to the appropriations 
for the United Nations expanded program of technical assistance. We believe 
three things are of prime importance in considering appropriations for this 
program: (1) the value of the whole concept of technical assistance; (2) the 
importance of United States support for the United Nations; and (3) the level 
ol United States support for the U. N. technical-assistance program. 

We think that the large majority of people in the United States who are fa- 
miliar with technical-assistance programs believe they have great merit. Tech- 
nical assistance represents the American idea of progress, that if people can 
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learn better ways of growing food, can increase their educational opportunities 
can decrease the incidence of disease, they will be able to live happier and more 
prosperous lives. We also believe that United States participation in technicai- 
assistance programs indicates to the world that such progress can and will come 
about under free governments. Moreover, in the long run the achievements 
of technical assistance should also prove economically beneficial to the United 
States and other countries. Increased standards of living bring forth increased 
demands for goods, leading to expanded trade. The more developed a country 
is the better customer it is for United States products. 

The League of Women Voters believes there should be both United States and 
United Nations technical assistance programs. Our reasons for feeling strongly 
about the worth of the United Nations program are as follows: 

We believe the United States should endeavor to give firm support to the 
United Nations as an institution to promote international cooperation on prob- 
lems of mutual concern to many nations. The League of Women Voters urges 
that the United States work through the United Nations whenever the U.N. can 
make an appropriate contribution. The United Nations expanded program of 
technical assistance is making a contribution in over 100 countries and terri- 
tories in which it has or has had projects. There are few activities of the 
United Nations in which so many governments are participating, both by contrib- 
uting funds and by supplying technicians. 

If the United Nations did not have a technical-assistance program, the United 
States would have to carry a greater load to meet the need for such work. It 
is becoming increasingly apparent that there are a limited number of techni- 
cians in the United States who are qualified, willing, and able to undertake 
assignments in other parts of the world. Therefore, the role of a United Nations 
program which can be expanded slightly is greater today than when technical 
assistance projects were first begun. 

As a lay organization it is difficult for the League of Women Voters to be able 
to recommend the exact amount of money that should be appropriated as the 
United States contribution to the United Nations program. However, three 
things stand out: 

One is that the need is so great that many worthwhile projects requested by 
governments are unfilled due to lack of funds. 

Two is that some expansion in the program is justified and the United States 
should participate in this expansion. We are impressed with the fact that 
22 governments have increased their financial contributions to the U. N. program. 

Three is that the United States should not be placed in the position, as it was 
in 1954, of being unable to pledge a contribution for the following year. The 
administrators of the United Nations technical assistance program should know 
approximately how much money will be available for at least a 12-month period. 
An adequate appropriation should be made not only for the last 6 months of 1955 
but for the calendar year 1956. The United States can hardly expect the pro- 
gram to operate effectively when we fail to inform the United Nations what our 
contribution will be until the last few months of the year in which the program 
is to be executed. 

The $24 million authorized by the Senate for the U. N. technical assistance 
program appears to be a reasonable amount both from the point of view of 
allowing for a slight expansion of the program and of fulfilling the desires of 
Congress to decrease the percentage of the United States contribution. We 
respectfully request that the House Appropriations Subcommittee on Foreign 
Operations recommend that $24 million be appropriated, or not less than the 
sum finally approved by the Congress in the mutual security authorization bill. 





Fripay, JUNE, 17, 1955. 
Mutua Securtry Program 
WITNESS 


DANIEL BENEDICT, ASSOCIATE DIRECTOR, DEPARTMENT FOR 
INTERNATIONAL AFAIRS, CONGRESS OF INDUSTRIAL ORGANIZA- 
TIONS 


Mr. Passman. We will have as our next witness Mr. Benedict. 
Good evening, Mr. Benedict. Please have a seat. 

Would you give your name, address, and the organization you repre- 
sent, and proceed fo read your statement or speak orally and file your 
statement. 

Mr. Benepicr. First of all, lam Daniel Benedict. associate director, 
international affairs of the Congress of Industrial Organizations here 
in Washington. 

I think perhaps to save your time, gentlemen, I will not read the 
entire statement, but I would like to point out some of the high points 
in it. 

Mr. Passman. Proceed in your own way, sir. 

(The statement is as follows :) 


STATEMENT ON THE MUTUAL SecurtITty PROGRAM FoR FISCAL YEAR 1956 SUBMITTED 
FOR THE CONGRESS OF INDUSTRIAL ORGANIZATIONS BY DANIEL BENEDICT, ASSO- 
CIATE DrreEcToR CIO DEPARTMENT FOR INTERNATIOAL AFFAIRS 


Mr. Chairman and members of the committee, we welcome this opportunity to 
testify here on the proposed mutual security program for the coming year. 

The Congress of Industrial Organizations takes pride in its early and consistent 
support for the Marshall plan and its successor programs. Today they are widely 
acclaimed, both for their broad humanitarian purpose and for their substantial 
and perhaps decisive role in checking, and then turning back, the menace of 
economic Chaos, mass misery and communism throughout war-devastated West- 
ern Europe. 

Today, the center of world tension has shifted to the underdeveloped countries 
of the world and particulary Asia. Recent events have shown that the most 
pressing threat to world peace and security lies in the vast are of Asia where 
770 million people—anti-Communist or uncommitted—are struggling to main- 
tain their independence and to conquer their economic and social problems. 

We in the CIO are pleased to note that the President, in his message to Con- 
gress on April 20, displayed a clear recognition that it is to this area that the chief 
emphasis of our future foreign expenditures must be directed. By far the major 
share of funds are proposed to be expended in this key area. 

In this situation, military aid, although vital, is not enough. In Europe we 
learned that hunger, disease and hopelessness are Communism’s great allies. In 
free Asia, where capital and technical and administrative skills are sorely lack- 
ing and the underprivileged millions live in dire want, economic aid, as well as 
arms and ammunition, is critically needed. If America and other free and more 
industrialized nations now fail to help these underdeveloped and threatened na- 
tions help themselves, is it not inevitable that they ultimately will be responsive 
to Communist threats or inducements? 

We should not lose sight of our own success in Western Europe and the lessons 
to be gained from our experience under the Marshall plan. 

In the first year of that program, our country allocated $5 billion for economic 
aid. Part of the success of that program can undoubtedly be attributed to our 
boldness in executing it. 

It is well known that we have been and are critical of certain of the methods 
used in the administration of economic aid programs. We have not hesitated to 
make criticisms and what we have believed to be constructive suggestions. 
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We have said that there was too great a tendency to pour money in at thy 
top of national economies, relying on the unworkable trickle-down theory to ge 
more purchasing power into the hands of wage earners and working farm people 
We have also criticized those Government officials who ignored the intent of Con 
gress to assist in channeling aid and offshore contracts to plants in which man 
agement is operating on a competitive basis and workers are represented by fre 
democratic trade unions. 

We renew these criticisms but, in doing so, let no one think that we are pour 
ing out the baby with the bath, that we are damning international economic coo) 
eration. On the contrary, we believe today as profoundly as we did in 1947 whe: 
George C. Marshall addressed our ninth constitutional convention that interna 
tional economic cooperation is the road to the sharing of abundance, to strength 
ening of freedom and the attainment of a just peace. 

In President Eisenhower’s message, he reaffirms the fundamental truth that 
the preservation of our own freedom and economic well-being depends, in larg: 
measure, upon rising living standards in other countries and upon higher levels 
of mutually beneficial trade among all the nations of the free world. 

We urge this committee to give serious consideration to the question of whethe: 
the amount requested by the administration for economic development is ade- 
quate to meet the urgent needs of the people of Asia and Latin America. In 194s, 
our wealth-producing capacity was $100 billion less than it is today. Our coun 
try must be sure our Asian program is not “too little” when our resources ar 
so clearly adequate to give enough. 

In addition, the C1O feels that the United States should give financial support 
to international cooperation in the area of economic aid. The Vresident, in 
his message, said: 

“Our programs of national action are not in any manner a substitute fo: 
United Nations actions in similar fields. Every instance of effective measures 
taken through the United Nations on a human problem improves the ultimat 
prospect of peace in the world.” 

The underdeveloped countries of the world, through their spokesmen in the 
U. N., have given their strongest support to the special United Nations fund to 
Economic Development (SUNFED). This fund would help these nations to build 
the basic functional requirements, such as transportation and power facilities, 
upon which industrial development must be based. 

We believe that support of this program (which has not been mentioned in 
the President’s message), administered through the U. N., would result in greatly 
enhancing American prestige abroad. In testimony before the Technical As- 
sistance Subcommittee of the Senate as February 23, 1955, the CIO asked author 
ization for $80 million for this purpose. We reaffirm that request at this time 

The President has requested $5.5 million for the continuation of the West 
Suropean technical exchange program. This program has proved of very great 
value in the sharing of technical knowledge, the strengthening of free institu- 
tions and the building of goodwill, and we believe it should be continued. 

For technical cooperation programs of all types, $172 million has been requested, 
sponsored by both the United States and the United Nations. These progranis 
have demonstrated their great value in the past and should continue. Expendi- 
tures under these programs are matched, and in many cases greatly exceeded, 
by contributions of the host countries. For example, the countries of Latin 
America contribute more than twice the United States contribution to technica! 
cooperation programs in their own area. 

We believe that it is especially important that this committee approve the 
full $24 million requested for the United States share of the U. N. technical- 
assistance programs. United States prestige abroad was shaken by the hesitant, 
belated and inadequate approach made by the Congress to this program this 
year. 

The budget requests for the current fiscal year included $180 million for devel- 
opment assistance. For fiscal 1956 only $165 million has been requested. These 
funds are used to help supply capital needs as a supplement to the technical- 
cooperation programs. In view of the tremenodus capital needs of the under 
developed countries, it is regrettable that a reduction has been made in this 
program. 

Within the request for $175 million for special programs there is a small but 
highly important item of $1.4 million for the United Nations High Conimis 





sioner for Refugees. These funds will be used to help in the humanitarian 
resettlement of victims of war and revolt, and should be approved by this 
committee. 

This section also includes items of $2 million to pay ocean freight charges for 
voluntary relief shipments, and $13 million for the shipment of surplus agri- 
cultural commodities overseas. The tremendous importance of reaching partic 
ularly needy populations under this program is self-evident. 

At the conclusion of the current fiscal year the functions of the Foreign Oper- 
ations Administration will be transferred to the Department of State. 

We are pleased to note that, according to a recent Executive order, the trans- 
fer is to be accomplished in such a way as would maintain the integrated and 
at least semiautonomous nature of the program. Efforts, on the part of those 
who really oppose the whole program, have been made to break this program 
up by farming out its various functions among several Government depart- 
ments and agencies. It is essential that the central organization of functions 
be continued. 

But it has not yet been made clear whether or not public participation in the 
new agency is to be continued. Over the years this participation, expressed 
through public advisory boards and labor advisory committees, for example, 
has been invaluable in creating a climate for a person-to-person approach 
directly to the people of the cooperating countries. This must not be lost. 

In summary, although the CIO supports a more bold and far-reaching pro- 
gram of Asian economic aid, and although we feel that too much of the Presi- 
dent’s proposals are based upon action initiated by the United States alone, we 
applaud the call for action on behalf of the free nations of Asia. 

American labor, making up a very large part of the taxpaying public, is well 
aware of the large part of the burden of taxation, which falls upon it as a result 
of all national-security programs, both the larger military budget and the com- 
paratively far less expensive economic programs. In addition to our conviction 
that the mutual-security program under consideration is worthy of support under 
present world conditions, we are well aware of the fact that the great bulk of 
the money appropriated under this program goes directly to American industry 
and agriculture. Indeed, the figures for fiscal year 1954 show that 76 percent of 
the expenditures went for commodities purchased in the United States or for 
freight paid to United States shipping concerns. We are aware too, that the 
other part of the expended dollars eventually returned to the United States by 
making it possible for the recipient countries to purchase from American ex- 
porters more than the amounts in dollars spent by American importers. It is 
thus a stimulant to American production, American employment and American 
living standards, at the same time that it makes them secure by making freedom 
and peace more secure in the world. 

The history of the last few years has demonstrated that the return far ex- 
ceeds the investment in programs of this kind. This Nation can look with sat- 
isfaction upon the success of our efforts in Europe. If we can help the peoples 
of Asia to help themselves, in a way which will keep them free and independent 
and with a decent stake in life to defend, we will be able in the future to look 
with satisfaction upon our efforts in Asia, also. If we can do this, our ex- 
penditure of time and money will have been small indeed. 


Mr. Benepicr. First of all I would like to make clear that the CIO 
has from the very beginning taken an active interest in the United 
States foreign economic policy. We are very much convinced of the 
importance of a decent and sensible foreign economic policy in this 
country. We know very well that it is not only the United States 
that understands that the war that is going on for the hearts and 
minds of people all over the world is not just a military one. The 
Russians, who are spending in China something like 10 times the 
amount of money that we are spending in India on economic devel- 
opment, and who have 25 times as many technicians in China as we 
have in India, are well aware, too, that this is not just a war of mili- 
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tary threats or even of Communist aggression in the military field, 
but also a war that takes advantage of the great problems that are 
presented by hunger, backwardness and disease. 

We are very happy that President Eisenhower in his message to 
Congress affirms and reaffirms some of the important truths that we 
believe in very strongly, as to the fact that the preservation of our 
freedom and our own security depend very much on raising living 
standards in other parts of the world and giving people in other 
parts of the world a stake in freedom and secur ity. 

We regret very much that this foreign-operations program, the 
mutual-security program, does not include a more generous support 
of the United Nations Fund for Economic Development. It does not 
include any support of it. The program called SUN FED—— 

Mr. WiceLteswortu. What is that program ? 

Mr. Benepicr. SUNFED, Special United Nations Fund for Eeo- 
nomic Development. 

We are happy, however, that the program as presented includes a 
continuation of the technical exchange program and includes funds 
for the United States share of the U. N. technical assistance. We 
were very unhappy a few months ago when American prestige, which 
is our concern just as it is your concern and the concern of all Amer- 
ican citizens, was very badly hurt abroad by the hesitant and belated 
way in which the U nited States came through on the U. N. technical 
assistance program share. 

In the current ee we are happy to note such things as the $1.4 
million for the U. N. High Commissioner for Refugees, and also the 
continuation of oe ocean freight charges on relief shipments and 
shipments of agricultural surplus. We think that getting these com- 
modities to needy populations around the world is certainly a way of 

aching the peoples of those countries. 

Generally speaking we have certain criticisms, and we do not hide 
them, of the for eign aid program. We have had them on the Marshall 
plan and the various successors; the ECA, NSA, and FOA. But we 
are not among the people who would throw the baby out with the 
dirty water. We think our criticisms are things we intend to main- 
tain as American citizens. We intend to push for a more adequate 
social approach on the part of those who handle the program, but 
certainly we would not for that reason oppose the program itself in 
its basic essentials. 

By and large we are proud as Americans that the United States 
has taken the recognition it has of the need for increasing living 
standards and for playing a role in economic development, partic- 
ularly of underdeveloped countries such as on the continents of Asia 
and Latin America. 

Thank you, sir. 

Mr. Passman. Mr. Benedict, wo do appreciate your coming before 
our committee and the committee members appreciate your views, sir. 

Mr. Benepicr. Thank you, sir. 





Fripay, JuNE 17, 1955. 


OrrsHORE PROCUREMENT 
WITNESS 


GORDON W. RULE, COUNSEL, NATIONAL ASSOCIATION OF ENGINE 
AND BOAT MANUFACTURERS, INC. 


Mr. Passman. You are Mr. Rule, sir? 

Mr. Rute. Yes, sir. 

Mr. PassMan. We are happy to have you with us, sir. Will vou 
give your name, address, and the organization you represent. 

Would you like to submit a prepared statement or present your 
views orally? : 

Mr. Rute. Sir, I have a prepared statement I left this afternoon. 1 
would just as soon file it and have it incorporated in the record, and 
just take about 5 minutes to speak other than from the statement. 

Mr. PassmMan. That would be quite satisfactory, if there is no ob- 
jection from any member of the committee. 

(The statement is as follows:) 


STATEMENT OF GoRDON W. RuLE, CoUNSEL FOR THE NATIONAL ASSOCIATION OF 
ENGINE AND Boat MANUFACTURERS, INC. 


The National Association of Engine and Boat Manufacturers, Inc., was formed 
51 years ago and is composed of small boatbuilders, marine engine manufacturers 
and marine equipment and accessories manufacturers. 

With very few exceptions, the boatbuilding members of the association are all 
small business concerns and are an integral part of the shipbuilding mobilization 
base of this country. 

On behalf of these small boatbuilder members, and indeed on behalf of all the 
small boatbuilders of the United States, we respectfully urge your committee to 
again write into the mutual security appropriation bill, 1956, the provisions which 
your committee wrote as section 107 of the mutual security appropriation bill, 
1955, but which were deleted by the Senate, only because the same language was 
in the Mutual Security Act of 1954, the authorizing legislation. This language, in 
the nature of a restriction on the use of military assistance funds for offshore 
procurement, is as follows: 

‘Sec. 103 (c). Funds made available pursuant to subsection (a) of this section 
may be used for the procurement of equipment or materials outside the United 
States unless the President determines that such procurement will result in one or 
more of the following conditions: 

‘‘(1) Adverse effects upon the economy of the United States, with special 
reference to any areas of labor surplus, or upon the industrial mobilization 
base, which outweigh the strategic and logistic advantages of the United 
States of procurement abroad; 

(2) Production of such equipment or materials outside the United States 
under inadequate safeguards against sabotage or the release to potential 
enemies of information detrimental to the security of the United States; 

“(3) Unjustifiable cost in comparison with procurement in the United 
States, taking into account transportation costs for delivery overseas; and 

(4) Delaysindelivery incompatible with United States defense objectives.” 

In addition to the section 103 (c) restriction, the Congress also saw fit to include 
in section 510 of the Mutual Security Act of 1954, the following restriction with 
respect to title II funds (development assistance) and chapter 3 of title I funds 
(defense support): 

“Sec. 510. * * * Funds made available under title II or chapter 3 of title I 
of this Act may be used for the procurement of commodities outside the United 
States unless the President determines that such procurement will result in adverse 
effects upon the economy of the United States, with special reference to any 
areas of labor surplus, or upon the industrial mobilization base, which outweigh 
the economic advantages to the United States of less costly procurement 
abroad * * * .” 

64418—55 41 
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We feel that these restrictions were necessary when, less than 1 year ago, the 
Committee on Foreign Affairs originated them, and are equally necessary today, 
insofar as the offshore procurement of small naval vessels is concerned. Generally 
speaking, these restrictions are designed to require those administering the off- 
shore procurement program to first look for any soft spots in our own economy 
or mobilization base in this country before placing contracts offshore. Our 
appearance before your committee today is necessitated by the fact that the 
committee print—presumably prepared by the executive departments—upon 
which the Committee on Foreign Affairs is holding hearings, seeks to repeal 
section 103 (c) of the 1954 act. Moreover, S. 2090, the Senate version of the 
Mutual Security Act of 1955, deletes or repeals this section. At this moment 
we cannot know what the Foreign Affairs Committee of the House will do about 
section 103 (c); thus we appeal to this committee to again write into the appro- 
priation bill the substance of section 107 of last year’s House version of the 
appropriation bill. 

As far as we can determine, the only justification in the entire record presently 
available to the public, for such action by the Senate, is one statement made by 
Assistant Secretary of Defense Hensel before the Committee on Foreign Relations 
of the Senate in executive session. Neither of Mr. Hensel’s prepared statements 
before the Senate or House committee mentioned section 103 (c). In his executive 
session statement, at page 182 of the Senate hearings, Mr. Hensel seeks to change 
the emphasis of offshore procurement. He concludes by saying: 

“But largely it just involves dropping out section 103 (c), which we would 
like to do, and be able to shift that emphasis’. 

The Committee on Foreign Relations of the Senate granted his request, and 
in their report on S. 2090 (S. Rept. 383 at p. 14) stated as follows: 


“OFFSHORE PROCUREMENT (SEC. 2 (B)) 


“The bill repeals section 103 (c) of the Mutual Security Act of 1954, setting 

forth the criteria for offshore procurement with military assistance funds, 
om * * * * a * 

“The effect of repealing this section will be to allow military assistance funds 
to be used for offshore procurement without meeting the specific criteria set 
forth in the section. Testimony received by the committee indicated that these 
criteria had brought the offshore procurement program to a virtual standstill. 
The committee believes it is reasonable to expect that the President will not use 
offshore procurement ir a way adverse to United States interests even if he is not 
legally committed to make the findings specified in the section to be repealed. 
On the other hand, the committee believes that more flexibility in the offshore 
procurement program is desirable. Offshore procurement can play an important 
role in at least partially meeting the problem of maintenance and spare parts 
for equipment originating in the United States. It might be economically sound, 
for example, to pay a higher price for an item procured offshore if thereby pro- 
duction facilities are established which will enable the country concerned subse- 
quently to supply its own needs, or the needs of nearby countries in the same area. 

“The committee points out that section 510 of the Mutual Security Act of 1954, 
relating to use of defense support and development assistance funds for offshore 
procurement, is not changed in any way by the pending bill.” 

We cannot find in the record anywhere, the testimony referred to in the Senate 
committee report, that the criteria established by section 103 (c) of the present 
act has brought offshore procurement to a virtual standstill. Perhaps there were 
discussions in executive sessions, which were off the record, and thus not in the 
printed hearings, but this hardly seems to be such a security matter as to be 
cloaked in complete secrecy. 

Let us make our position clear to this committee. We are not opposed to 
offshore procurement, as such. We agree that there are circumstances and con- 
ditions under which offshore procurement is desirable and necessary—perhaps 
even in the case of ships—if a country or an area has no production base in exist- 
ence. If the present language of section 103 (c) of the 1954 Act has caused the 
program to come to a virtual standstill, we do not object to changing the language 
to provide greater flexibility. We must, however, assume that substantial off- 
shore procurement is contemplated with military assistance funds in the Mutual 
Security Act of 1955, because of the attempt to repeal the present restrictions on 
the use of those funds for that purpose. We think this is further indicated by the 
fact that no change is sought in the restrictions contained in section 510 of the 
present act, relating to the use of defense support and development assistance 
funds for offshore procurement. 
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We feel quite strongly, however, that it is not unreasonable for the Congress 
to provide some criteria or limitation which must be considered by those who have 
authority to spend mutual security funds at home or abroad. All we ask, is some 
reasonable test to be applied by those having such authority, which will require 
them to determine that the best interests of the United States are served by pro- 
curing abroad rather than in this country. 

We will not labor the condition of the shipbuilding industry in the United 
States, other than to say that today we rank twelfth among the shipbuilding 
nations of the world. Many of the countries which have been given offshore 
procurement contracts for small naval vessels, already had an active shipbuilding 
production base, far superior to our own. We submit, that before any additional 
contracts are placed abroad for such vessels, attention be directed to the necessity 
of preserving the shipbuilding mobilization base in the United States. By so 
doing, no particular yard or yards would get contracts, because all qualified yards 
have to bid for this work with the Navy. 

In conclusion, permit us to again urge your committee to write into the mutual 
security appropriation bill, 1956, some reasonable check on the use of military 
assistance funds for offshore procurement, similar or comparable to that con- 
tained in section 103 (c) of the 1954 authorizing legislation. The record available 
to the public today contains no factual justification for the Congress to completely 
reverse the very sound position taker in the Mutual Security Act of 1954. 

Mr. Rute. My name is Gordon W. Rule. I am from Washington, 
D. C., and I am counsel for the National Association of Engine and 
Boat Manufacturers, Inc. 

That is an association, Mr. Chairman and gentlemen, that was 
formed in 1904 and is composed of small-boat builders, marine engine 
manufacturers and manufacturers of all sorts of accessories that go 
on boats. Practically without exception these small-boat builder 
members that I am speaking for tonight are small businesses and are 
an integral part of the shipbuilding mobilization base of the United 
States. 

Specifically I am here to talk about the restrictions that are in the 
present authorizing legislation, the Mutual Security Act of 1954, 
with respect to the use of funds for offshore procurement. 

In the authorizing legislation there is a section 103 (c) which sets 
out certain criteria that the Department of Defense and the FOA 
and the other departments involved have to follow before they can 
use funds for offshore procurement. Now this committee last year 
put in section 107 of the bill, the appropriation bill, H. R. 10051. 
They wrote into section 107 an even tougher restriction than the 
authorizing legislation had in it. That was deleted by the Senate 
because and only because there was the restriction in section 103 (c) 
in the authorizing legislation. ; 

Now the reason we are here today is because the committee print 
that the executive departments have drafted and upon which hearings 
were held in both the Senate Foreign Relations Committee and House 
Foreign Affairs Committee, deletes that section 103 (c) and these 
criteria in their entirety. Len ove 

Now, the only justification for the deletion of that section in title 
I—I might add this: In section 510 of the authorizing legislation 
today there are other restrictions of the use of funds for offshore 
procurement, title II funds for development assistance, and chapter 3 
of title I funds for defense support. That restriction is staying in. 
But they have deleted in the Senate bill or the bill as it passed the 
Senate the section 103 (c) with respect to title 1 funds, and I do not 
know what the House Foreign Affairs committee will do. I testified 
before them last evening. 

Mr. Taper. Have you a copy of the language you propose? 
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Mr. Rooney. The same as last year in the House bill, is that right? 

Mr. Rute. Our position is simply this: We are not opposed to 
offshore procurement as such. We do believe that there should be 
some criteria, however, set up to make the folks who are going to 
decide whether to spend this money abroad or at home consider that 
criteria and make them look at the mobilization base in the United 
States before they make a determination to spend the money abroad. 

I am speaking specifically with respect to ships, of course. I am 
not speaking with respect to ammunition or planes or other items | 
know they procure offshore. But the shipbuilding industry and par- 
ticularly the small yards in this country—we rank in 12th place now 
among the shipbuilding nations of the world—have to bid, and quite 
properly so, with the Navy to get whatever work the Navy has for 
them. We think before the Department of Defense goes abroad 
and procures the small naval vessels they have been procuring there, 
the minesweepers, patrol craft, and that sort of thing—we would 
like to have some criteria to make them look at the mobilization base 
in this country. We agree that there may be circumstances under 
which they will probably be able to buy ships abroad. We are not 
trying to stop the program in its entirety, but we would like to have 
some reasonable check in the statute itself, or some limitation in the 
appropriation bill. 

Mr. Passman. Did I understand you to say that we are in 12th 
place with respect to total tonnage of ships built in the world? 

Mr. Rue. Twelth place with respect to the backlog of work among 
the active shipbuilding nations of the world. Many of the countries 
where we have placed offshore procurement for these small vessels 
have had far and away much more active production mobilization 
bases than we have had. Of course, that has been the theory upon 
which offshore procurement has been sold to the Congress in the 
past—that we need a production base in these NATO countries, and 
that is right. I agree with that. I think it is a little silly to say we 
need to build a production base for shipbuilding when several of 
them have far and away a greater backlog than we. 

Mr. Fernanpez. Do you contend that they are buying too many 
ships abroad? 

Mr. Rute. No, sir; all we are asking, sir, is that before they 
determine to buy any more ships they have something in the statute, 
some limitation on the use of these title I funds that will make them 
make some determination that it is in the best interests of the United 
States to buy them abroad rather than in this country. 

Mr. Fernanpez. I understood you to say that the Senate thought 
purchasing had about come to a standstill. I just wonder if you 
thought they were buying too much. 

Mr. Rutz. No, sir; the Senate report did say that since this 
restriction was in section 103 (c), that the offshore procurement pro- 
gram had come to a virtual standstill. 

Mr. Fernanpgz. But you think that they are buying too much? 

Mr. Rute. They didn’t buy any this year, to be frank with you. 

Mr. Fernanvez. I do not see what you have to complain about. 

Mr. Rute. We are only asking some reasonable restriction be con- 
tinued over the funds. I cannot find anything in the record on it. 
There was no debate on this item on the floor of the Senate when the 
bill passed. There is nothing in the record. Mr. Hensel’s prepared 
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statement did not say anything about it. He made one statement in 
executive session at page 182 of the Senate hearings where he said that 
he wants to change the emphasis on offshore procurement this year. 
He wants to get it around to the point where he can use it and pay a 
little more for the production of the spare parts that are necessary 
over there. All I say is, let him change the emphasis. We are 
perfectly happy to have him to do it, but it does not seem to us we 
have to strike out completely this restriction. 

Mr. WicGLeswortuH. Your suggestion is simply that we incorporate 
in the 1956 bill language similar to that which we have carried 
heretofore? 

Mr. Rute. Some reasonable restriction; that is right. If the 
language in there now has made the program too inflexible, we say 
make it more flexible because there is a need for offshore procurement, 
but I do not think it is right to swing the pendulum completely the 
other way and within 1 year have the Congress completely reverse 
itself and strike the whole thing out. That is basically our position. 

Mr. Taser. I think we can consider that. 

Mr. Passman. Thank you very much, 


Fripay, JUNE 17, 1955, 


MutTvau Security PRoGRAM 


WITNESSES 
MR. ANDREW E. RICE, THE AMERICAN VETERANS COMMITTEE 


Mr. PassMANn. We will now hear from Mr. Andrew E. Rice, repre- 
senting the American Veterans Committee. 

Mr. Rice. Mr. Chairman and members of the subcommittee, The 
American Veterans Committee, AVC, is privileged to have the oppor- 
tunity to appear before the Foreign Operations Subcommittee of the 
House Appropriations Committee. There is no committee of Con- 
gress which has a more significant role to play in directing our Nation’s 
policy than the Appropriations Committee. All Americans should 
owe it a debt of solid gratitude for its determination that the taxes we 
pay shall be used wisely and efficiently. 

The American Veterans Committee believes that the mutual secu- 
rity program is a wise and efficient use of public funds, and we urge 
that this subcommittee recommend the appropriation of the full 
amount requested by the President for the 1956 fiscal year for the 
mutual security program. 

Our particular concern today is with the economic and technical aid 
portions of the appropriation because there are those who have charged 
that such aid is a “giveaway” program. We emphatically do not 
believe that such assistance means an impoverishment of American 
resources. Rather we hold that cooperative assistance by the United 
States is in fact a valuable investment in the maintenance of peace, 
security, and freedom in the world. By making this investment our 
country will reap returns in the growing strength of free nations to 
defeat Communist attempts at subversion and invasion. 

Our organization notes with particular satisfaction the $200 million 
Asian regional development fund. This is a farsighted effort toward 
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building greater free Asian unity around projects of lasting and mutual 
benefit. We also heartily approve the President’s request for $24 
million for the technical assistance program of the United Nations, 
As this subcommittee recalls, last year the Congress appropriated 
only part of the funds authorized as the United States contribution to 
this program. The result was that this year a supplemental appropria- 
tion bill was presented and ultimately was approved, in large part, 
by the Congress. The extra effort involved in this short range ap- 

roach to the U. N. program was, it seems to us, an unnecessary 

urden on the Congress and unquestionably a real handicap to the 
United Nations. Funds will certainly be used more effectively if they 
are committed in advance and their use intelligently planned. 

It was my privilege to know personally the late Dr. Henry Garland 
Bennett, first Administrator of the point 4 program. Dr. Bennett 
came to that post after years of devoted service to the people of Okla- 
homa where he was president of Oklahoma A. and M. College. Be- 
cause he was close to the people of his own State, he was, perhaps, 
peculiarly able to understand what economic and technical aid could 
mean to the people of the less developed lands. I would like to 
conclude my statement today with a quotation from Dr. Bennett 
which expresses that meaning vividly: 


The people of the underdeveloped areas now have a window into the 20th 
century * * *, They are looking for a door, and we are helping them to find 
one * * *, This, in a nutshell, is the meaning of point 4. 


Mr. PassmMan. Thank you, Mr. Rice, for a very excellent statement. 


STATEMENTS OF INTERESTED ORGANIZATIONS 


We have several requests from different organizations to insert their 
statements in the record. They are not too voluminous. I think that 
we have 5 here and 2 in my office. If there is no objection, we will 
insert the statements in the record at this point. 

(The statements referred to are as follows:) 


LeTTeR From THE NATIONAL CoUNCIL OF THE CHURCHES OF CHRIST IN THE 
UNITED STATES OF AMERICA 
JuNE 15, 1955. 
Hon. Ortro E. PAssMan, 
Chairman, Subcommittee on Foreign Operations, 
Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 


Dear Mr. PassMan: We have been informed that the Subcommittee on Foreign 
Operations will hold hearings on the evening of Friday, June 17, for nongovern- 
mental witnesses wishing to testify on appropriations for the mutual-security 
program. 

In view of the brevity of the notice given, it will not be possible for the National 
Council of Churches to bring a witness to Washington for these hearings, as it 
might otherwise have done. In lieu of a personal appearance, therefore, we wish 
to submit to the subcommittee, for inclusion in the record of its hearings, a 
statement on this subject presented to the Senate Committee on Foreign Relations 
at hearings on May 19, 1955, by Dr. Luther A. Gotwald, executive secretary of 
the division of foreign missions of the National Council of the Churches of Christ 
in the United States of America. Dr. Gotwald’s statement is as follows: 

““My name is Luther A. Gotwald, executive secretary of the division of foreign 
missions of the National Council of the Churches of Christ in the United States 
of America. I do not undertake to speak for each of their many millions of 
members. I am authorized to appear before you as an officer of the council, which 
is composed of 30 denominations—Protestant, Anglican, and Orthodox. 
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“Specifically, I speak as executive secretary of the division of foreign missions 
of the council. This division includes in its membership 68 boards and agencies 
engaged in foreign-mission activities overseas. These boards support approxi- 
mately 9,000 misssionaries and contribute annually for overseas programs approxi- 
mately $40 million for work in more than 50 countries. 

“For more than a century Christian missions have pioneered in developing 
programs of technical assistance. The healing of the sick, the feeding of the hun- 
gry, and the teaching of the untaught are all irtegral parts of the worldwide 
mission of the Christian church. But resources of the churches are too small to 
meet the urgency of today’s worldwide needs. 

“The position of the National Council of Churches in relation to programs of 
technical cooperation, including both the bilateral program of the United States 
and the multilateral program of the United Nations, has been set forth many times. 
The churches believe that the interchange of technical knowledge and skills is a 
valid and effective means of promoting peaceful relations among the nations and 
of improving the well-being of all peoples, in keeping with our religious ideals 
and the aims of our democratic free society. The National Council of Churches 
has endorsed and supported these programs of technical cooperation to the extent 
that they have been carried out, in the case of the bilateral program of our Govern- 
ment, independently of considerations of military and defense strategy, and also 
when both types of programs serve essentially humanitarian ends. We believe 
these should not be regarded as programs of charity, but as joint enterprises in 
which each participating nation is both giver and receiver and each benefits from 
the exchange of values. 

“We are particularly mindful, in view of recent events in Asia, of the growing 
importance for the peace of the world in that area known as the are of free Asia, 
and we note with satisfaction that a considerable portion of the United States 
technical assistance programs have been focused upon this vast area. 

“The National Council of Churches believes that, whenever and wherever 
possible, technical assistance to the people of the underdeveloped areas should be 
made available through the United Nations, and thus advance the cause of peace 
and justice with great effectiveness. We sincerely hope the United States will 
continue its cooperation in the U. N. expanded program of technical assistance 
on a scale commensurate with our resources. 

“We urge this course since we believe that multilateral technical assistance 
through the U. N. has certain advantages not found in bilateral programs. These 
advantages derive from the following considerations: (a) All contributions to 
the program are pooled and lose their particular identification, (6) specialized 
personnel who serve in the U. N. technical missions are drawn from many nations 
and these multinational and multiracial teams have been one of the program’s 
greatest assets, (c) the absence of political and national motives makes the U. N. 
program more acceptable in areas where other types of aid may be suspect. 

“In the administration’s mutual aid program we especially commend the 
provision that United States aid to the U. N. program for technical assistance be 
planned on a long-range basis, so that United States pledges for support can be 
given at the same time as other nations and thus insure continuity of planning 
and staffing. 

“Therefore, on behalf of the National Council of the Churches of Christ, I 
bespeak the support and approval of the proposed provisions for the continuance 
of the bilateral and multilateral programs for technical assistance in accordance 
with the resources and strength of our Nation for the mutual benefit of our own 
and other nations in their progress and development.” 

Sincerely yours, 
E. F. ApDAMs. 


LETTER FrRoM THE JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA 


JUNE 17, 1955. 


Hon. Orro E. PassMan, 


Chairman, Subcommittee, Appropriations Committee, 
Washington, D. C. 

Dear CHAIRMAN PassMAN: In view of the limited time your committee has 
been able to assign for oral testimony on the appropriations for the mutual secu- 
rity program of 1955, I am enclosing a statement on behalf of the Jewish War 
Veterans of the United States of America. 
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We should greatly appreciate it if you would include this statement in the 
record of your hearings in the same manner as if the statement were made orally, 
With all good wishes, 
Cordially yours, 
BERNARD WEITZER, 
National Legislative Director. 


STATEMENT BY BERNARD WeItTzeR, NATIONAL LEGISLATIVE DiRECTOR, JEWISH 
Wark VETERANS OF THE UNITED STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I express 
appreciation for this opportunity to present our views in support of appropriations 
which will fully measure up to the authorization contained in the Mutual Security 
Act of 1955. This will total approximately $3% billion. This is a huge sum of 
money and it will have to be produced by taxes which will be paid by members of 
our organization as well as members of other veterans’ organizations and all the 
people of our country. 

Our members are glad to pay such taxes because these appropriations will help 
to assure our national security. Men who in uniform risk their blood and their 
lives for the national security are no less wiJling to put up their money as well for 
national security. 

Ever since the Marshall plan was proposed, the Jewish War Veterans of the 
United States of America have supported the successive programs which grew 
out of the original Marshall plan. Fach year at our annual conventions resolu- 
tions have been passed expressing this support and urging adequate appropria- 
tions for the program. It is to be expected that a veterans’ organization would 
support military aid. Our organization recognizes, however, that military aid, 
in itself, is not sufficient to win victory in the present struggle. Economic aid 
and the technical assistance programs—both literal programs in line with Presi- 
dent Truman’s point 4 declaration and the United Nations technical assistance 
programs carried on with the help of contributions to the United Nations— 
are essential. 

The results produced by the appropriations, which originally were confined 
largely to Europe, have more than justified all the money we have spent. Just 
yesterday, General Marshall said that the economic and political situation in 
Europe was deteriorating so fast that he decided to announce his plan at Harvard 
on June 5, 1947, instead of waiting until June 16, 1947, to announce it at the 
commencement exercises at Amherst. That statement should recall to all of us 
how near we were to losing all of Europe to communism. 

Today, the men in the Kremlin are peddling their false promises, putting on 
the pressures, and practising their subversive tactics in the Far East and Middle 
East. Those are the areas for which the mutual security program is largely 
concentrated. This is no time for weak actions on our part which limited appro- 
priations would denote. 

We respectfully urge that you appropriate what the mutual security program 
of 1955 calls for and we underline, especially, the funds for economic aid and 
technical assistance. 


Lerrer From THE BoarRpD OF CHRISTIAN EDUCATION OF THE PRESBYTERIAN 
CHURCH IN THE UNITED STATES OF AMERICA 


JUNE 15, 1955. 
Hon. Orro PAassMAN, 
Chairman, Subcommiitee on Foreign Operations of the House Appropriations 
Committee, House of Representatives, Weshington 25, D. C. 
(Attention: Mr. Jay Howe, executive secretary.) 

My Dear Mr. Passman: I am sending you with this letter a statement which 
we respectfully request to be included in the official transcript of the hearings on 
foreign aid before the subcommittee of the House Appropriations Committee. We 
regret our inability to appear in person at this time. 

Sincerely yours, 
CuirrorD Ear Le, Secretary. 
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STATEMENT OF THE PRESBYTERIAN CHURCH IN THE UNITED STATES OF AMERICA 


The General Assembly of the Presbyterian Church in the United States of 
America, which met in Los Angeles on May 18-25, 1955, adopted a number of 
social pronouncements including the following declaration on foreign aid: 

“As for Government programs of foreign aid, we believe that they should not 
be trimmed down or withdrawn so long as they serve human needs. These 
programs should be (1) based on actual needs without regard to political pressures 
or military considerations; (2) developed in such a way as not to disrupt foreign 
economies; and (3) so administered that the aid serves the purpose for which it 
is intended. 

“We call upon our Government to continue its support, without diminution, 
of international programs designed to minister to human needs and to assist less 
developed lands—such as the U. N. International Children’s Fund, the Expanded 
Program of Technical Assistance, and relief projects in Korea, the Middle East, 
and other areas of need. We reaffirm support of our Government’s program of 
technical assistance and cooperation as being an appropriate and effective means 
of helping others to help themselves.”’ 

It is our considered belief that the various programs of foreign aid which the 
administration is encouraging and supporting are an important means of promoting 
international order and serving the well-being of the free peoples of the world. 
The programs are especially useful in interpreting the meaning and intention of 
our democratic way of life. 

It is our sincere hope that these programs will not be curtailed in anyway 


STATEMENT OF THE GENERAL FEDERATION OF WOMENS’ CLUBS 


I am Mrs. A. Paul Hartz, chairman of legislation of the General Federation of 
Women’s Clubs, which was chartered by Congress in 1901. This is an organiza- 
tion with a membership of more than 5 million women in the United States, as 
well as 5 million in 50 countries of the world. 

The General Federation of Women’s Clubs has been deeply interested in the 
United Nations International Children’s Emergency Fund and has supported it 
through consistent voluntary contributions, special drives for funds to meet 
emergencies, such as the milk shortage in Brazil several years ago and through 
sponsorships of youth groups in their annual fund raising for UNICEF on Hallow- 
een. We have also joined with other groups from time to time in urging the 
Congress of the United States to continue in full its financial support of what we 
believe to be the finest and most successful attempt yet made by the United Na- 
tions to give children a fair chance in the battle against poverty, filth, and disease. 

UNICEF has been a very vital part of the program designed by the United 
Nations to create better living conditions for children in war-ravaged countries 
and in underdeveloped areas throughout the world. Through UNICEF millions 
of children have been given a better chance in life in some 90 countries. During 
1955 alone it is estimated that 30 million children will benefit directly from 
UNICEF-aided nutritition, disease, and child-care programs. Malaria, tubercu- 
losis, mycosis, trachoma, and typhus will not scourge millions of young victims be- 
cause of drugs and medical skills furnished through UNICEF funds. Milk and 
improved nutrition will mean sturdy and healthy bodies for millions more. 

The membership of this organization, as wives and mothers, understands the 
needs of children and we are particularly concerned that UNICEF continue to 
serve these people so urgently needing service. Women know that character is 
built during the formative years and we know that adequate food, clothing, 
education, and spiritual guidance are necessary during childhood and youth and 
are conditions that lead to good citizenship. 

UNICEF is not a giveaway program. Each dollar provided by UNICEF is 
matched by $1.50 from the assisted government—in addition to whatever that 
government may contribute outright to UNICFF. The General Federation 
believes that good will created now in the minds of children and among nations will 
go a long way toward paving the road to lasting peace. We further know that 
dwarfed minds and bodies can be dangerous weapons and a detriment to good 
will. 

Practical reasons demand that we lend our best efforts toward eradication of 
communicable diseases, for with a shrinking globe due to rapidity of travel, 
serious outbreaks of disease threaten not just a limited number of children, but 
all children, including our own. An important part of the proposed action in 
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1955-56 will be an all-out drive against malaria in Central and South America, 
Any curtailment of funds may evagy = e the whole control program since 
time is an element in using cheap DDT before anopheles mosquitoes develop 
immunity which will make DDT much less effective. 

The humanitarian reasons far outweigh the practical ones in a nation such as 
ours founded on the principles of Christian charity. The women of the General 
Federation believe it is the moral responsibility of the United States to join 
with other nations of the world in seeing to it that children of underprivileged 
countries—even the least of these—have more than the bare necessities of life. 

The General Federation of Women’s Clubs urges the Senate to approve an 

oer of at least $1 million a month to UNICEF as a fair share for the 

United States to contribute to the wellbeing of the children in ravaged and 
underdeveloped countries. 

We believe that UNICEF provides not only immediate relief but also insures a 
continuing program in child-care, health, and education. 

Let us not send a boy to town, and let us not sell the children short. They are 
the influential citizens of tomorrow—a million dollars a month now is not too 
great a price to pay for the peace of tomorrow. 


Mr. PassmMan. That will conclude the hearings for this evening. 


WEDNESDAY, JUNE 22, 1955. 


OcEAN FREIGHT ON VOLUNTARY AGENCIES’ SHIPMENTS 
WITNESSES 


AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN 
SERVICE 

BERNARD A. CONFER 

MSGR. EDWARD E. SWANSTROM 

EDWARD M. KINNEY 

HARRY N. POTTER 

JAMES J. NORRIS 


Mr. PassMan. Monsignor Swanstrom, we are glad to have you 
with us. Are you going to testify? 

Monsignor Swanstrom. Mr. Confer and Mr. Kinney are going to 
testify. 

Mr. Passman. We hope you appreciate your good Congressman 
John Rooney as much as we do. If so, you will keep him here a 
long time. 

Mr. Conrer. Mr. Chairman, I shall endeavor to make this com- 
plete within the 10 minutes you have allotted us. 

Mr. PassmMaAn. Proceed in your own way, sir. 

Mr. Conrer. You may then ask questions of Mr. Kinney and 
Monsignor Swanstrom. 

The statement I have submitted is prepared as an American council 
statement. We think it is a balanced statement. 

Mr. PassMAN. We will insert the entire statement in the record, 
and you may elaborate on the high points. 

(The statement of Mr. Confer is as follows: ) 


Statement By Bernarp A. Conrer, TREASURER, AMERICAN COUNCIL OF 
VOLUNTARY AGENCIES FOR FOREIGN SERVICE 


Mr. uslemen and gentlemen of the committee, my name is Bernard A. Confer 
of New York, N. Y. I am appearing here as treasurer of the American Council of 
Voluntary Agencies for Foreign Service, and representing that organization. I 
am also executive secretary of Lutheran World Relief with headquarters at New 
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York, Other member agencies include: the American Friends Service Committee; 
the American Jewish Joint Distribution Committee, Church World Service, 
Catholic Relief Services of the National Catholic Welfare Conference, and many 
others. I am accompanied by Mr. Edward M. Kinney of Catholic Relief 
Services—National Catholic Welfare Conference and Mr. Harry Potter of Church 
World Service. 

You might be interested to know very briefly something of my personal back- 
ground. For about 3 years beginning in 1938 I was employed by the Center 
County Board of Assistance in Bellefonte, Pa. From 1942 to 1946 I served in 
the United States Army, concluding my service with a 9 months’ tour of duty as 
Kyunge) Province welfare officer for the United States Army military government 
in Korea. 

Following my separation from the Army in 1946, I became associated with 
Lutheran World Relief. In the discharge of my executive responsibilities for 
that organization, I have visited Europe three times and the Middle East twice 
during the last 5 years. It has been my privilege to observe at first hand the 
distribution of voluntary agency shipments of supplies, both of surplus com- 
modities donated by the United States Government and supplies made available 
out of the agencies’ own resources. I have been associated with the American 
Council of Voluntary Agencies for Foreign Service since 1946 and have served in 
the council as chairman of various committees. At present I act as chairman of 
the council’s committees on Korea and Germany and act also as chairman of a 
council-sponsored organization, CRALOG. Iam happy to present this statemen 
on behalf of the member agencies of the American Council. 

The American agencies for voluntary foreign aid whose work stems from the 
concern of great groups of the American people for those in need overseas, support 
the recent presentation of the Foreign Operations Administration regarding the 
inclusion of funds for voluntary relief shipments in proposed foreign aid legisla- 
tion for fiscal year 1956. 


FULFILLING A COMMON PURPOSE 


Though the official and voluntary American aid programs are distinct in 
method, they serve the common purpose in helping create and preserve peace 


among those groups around the world most disaffected by homelessness and want 
and by tensions that continue to threaten world peace. 

Ever since 1947 when Public Law 84, a joint resolution providing for relief 
assistance to people of countries devastated by war, was passed, the action of 
Congress year after year in making available funds for ocean freight on voluntary 
agency shipments to some overseas countries has been of very great help to the 
agencies in not only adding to, but actually multiplying the assistance they have 
been able to bring to people in need and distress abroad. The agencies are grateful 
indeed for the continued interest and cooperation which the Congress has shown 
in so tangible a form. 


OCEAN FREIGHT FOR VOLUNTARY AGENCY “REGULAR” SHIPMENTS 


In the fiscal year just ending, the American voluntary agencies will have shipped 
68,250,000 pounds of relief supplies contributed by their constituents, either in 
kind or purchased, to 18 different countries where ocean freight reimbursement 
was provided. Ocean freight reimbursements made to the agencies under the 
Mutual Security Act of 1954 on these shipments will have amounted to about 
$1,500,000. The value of the goods shipped amounts to $23,250,000. (American 
voluntary agencies ship relief supplies also to the many countries of the world 
where ocean freight is not reimbursable and where they themselves must, to the 
extent possible, pay the costs.) The American voluntary agencies expect these 
regular or normal shipments to continue in approximately the same volume, or a 
little larger, during fiscal year 1956. They believe that the provision made in 
section 8 (h) (1) of S. 2090, an act to amend the Mutual Security Act of 1954, and 
| for other purposes for funds in the amount of $2 million to pay ocean freight 
| costs on these shipments is adequate for the purpose. 


OCEAN FREIGHT FOR VOLUNTARY AGENCY SHIPMENTS OF SURPLUS COMMODITIES 


When Public Law 480 was passed last year, the Mutual Security Act of 1954 
took into consideration expected increase in voluntary agency shipments as a 


result of the expanded availability of surplus commodities when it carried provision 
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for funds up to $4,400,000 for ocean freight costs plus the additional “escalator 
clause,”’ section 409 (d). During the year it was necessary to take advantage 
of 409 (d) as the available funds were exhausted. In February 1955, representa- 
tives of the voluntary agencies met with the House Committee on Foreign Affairs 
to present the need for a transfer of additional funds under this section. (A copy 
of their testimony is available.) 


FREIGHT NEEDS TO CARRY ON PROGRAM 


The funds provided under section 8 (h) (2) for ocean freight costs on surplus 
commodity shipments in the amount of $13 million are believed to be inadequate. 
The voluntary agencies have estimated that they will need at least $17 million 
in ocean freight funds to carry on their surplus commodity distribution pro- 
grams in fiscal year 1956. In arriving at this figure the voluntary agencies have 
based their calculations on a projection of figures which are already on record. 
These consist of the estimated amounts of ocean freight which accompanied their 
firm orders for surplus commodities submitted to the Department of Agriculture 
for the first quarter of fiscal year 1956, i. e., July through September 1955. The 
total of ocean freight needed during this quarter for these shipments (only to 
those countries where ocean freight is reimbursable) amounts to nearly $4 million. 
In addition since the base quarter occurs in the summer months when the ship- 
ments of some commodities (butter and cheese) is normally restricted, shipments 
in succeeding quarters will most probably be a little heavier. In several countries 
also (such as Vietnam) the programs of some agencies are only getting started, 
and heavier shipments are scheduled for later in the year. 

The above figures relate only to those commodities available under title III 
of Public Law 480, namely butter, milk, cheese, and cottonseed oil. The vol- 
untary agencies have compiled figures to show that they could use considerable 
quantities of commodities under title II (including grains, pulses, and cotton 
fiber—the latter of essential importance in programs of rehabilitation in Europe 
and Asia), when and if these become more generally available than at the 
present time. 

We understand moreover, that the $13 million authorized in 8S. 2090 is avail- 
able not only to the voluntary agencies for their surplus commodity shipping 
needs but also for other surplus commodity disposal programs. If the eventu- 
ality should occur that funds in excess of the $13 million cannot be made avail- 
able under the act, we would respectfully request that a considerable portion of 
the $13 million be explicitly designated for voluntary agency shipments, at least 
a minimum of $10 million, which would see the agencies through a major part 
of their year’s programs. 


RECORD OF AGENCIES UNDER PRESENT LAW 


In April 1954, representatives of these American voluntary agencies had the 
privilege of meeting with the Senate Committee on Agriculture and Forestry and 
at that time stated that if the opportunity were given them, through favorable 
action on their recommendations, they would be able to integrate into their 
programs very much larger amounts of surplus commodities than they had used 
heretofore. Through the enactment of Public Law 480 and the ocean freight 
reimbursement provisions of the Mutual Security Act of 1954, Congress gave 
them that opportunity. In the period 1950—54, under section 416 of the Agri- 
cultural Act of 1949, the agencies had been able to distribute 364,226,979 pounds 
of surplus commodities in over 60 countries around the world. In fiscal year 1955 
alone, following the enactment of Public Law 480, the agencies will have dis- 
tributed well over 400 million pounds in nearly 60 countries, more than all the 
preceding years together. It is interesting to note that since November 1954, 
when the expanded program under Public Law 480 really got under way, it is 
estimated that well over 9,500,000 persons, mostly children, have received at 
least 1 glass of milk, in some form or other, every day in countries all over the 
free world. This estimate is based on Department of Agriculture figures for 
milk only. Other surplus commodities supplemented this basic item. 


SHIPMENTS COULD BE EVEN GREATER 


But this is not the whole story. Because of uncertainty in receiving ocean 
freight reimbursement funds, occurring regularly as allocations became exhausted, fF 
one agency in fiscal year 1955 had continually to cut back its contemplated pro- f 
gram based on needs expressed in requests from the field (this cutback is estimated F 
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to be at least 50 percent of the requests). Another overseas aid agency (repre- 
senting large groups of the American Protestant population) only began in fiscal 
year 1955 to integrate surplus commodities in any large measure into its farflung 
programs, The needs were great, and extensive channels of distribution existed 
but the agency needed to build its program in the United States among its con- 
stituents, in order to provide the heavy additional administrative and other costs 
which all agencies bear with respect to the increased distribution of surplus. 
This agency is now ready to move ahead towards a maximum program in fiscal 
year 1956 but its planful efforts will be blocked unless the sum requested for ocean 
freight is available. 

It is obvious to the agencies that their statement of April last vear concerning 
the integration of ‘‘very much larger amounts of surplus commodities” into their 
programs was not unconsidered, and that, if the Congress does indeed wish them 
to continue to work which they have so carefully begun under Public 480, the 
distribution of these valuable surplus supplies to needy people overseas can be 
much greater even than anticipated. 


MINIMUM AMOUNT NEEDED 


It is for these reasons that the voluntary agencies would respectfully suggest 
that, in addition to a minimum amount of $17 million indicated above (as pro- 
jected on the basis of first quarter orders for agency surplus programs already in 
operation) Congress again include the escalator clause as in section 409 (d) of the 
Mutual Security Act of 1954 in its new foreign-aid legislation. We gratefully 
note the inclusion of this clause in 8. 2090. ; 

The great advantage of the inclusion of an adequate sum for ocean freight would 
consist in the fact that large shipments could be directed to the neediest areas of 
the world—areas like Vietnam, Formosa, and Hong Kong where masses of refugees 
urgently need aid and where local governments cannot find funds for freight 
payments. The criterion for surplus shipments is then not the false one of 
ability to pay freight but the precariousness and need of the people of the area 
under consideration and the abilities of the voluntary agencies to effectively reach 
the needy. A further advantage of freight payment by the donating government 
is that the surplus commodities remain under the complete control of American 


voluntary agencies where human need is the sole criterion and are kept from the 
political criteria that are more likely to enter in when local governments share the 
ocean freight charges. 


TO AVOID A TRAGIC CONTRADICTION 


It would be a tragic contradiction if American voluntary agencies at their posts 
among the homeless and hungry in the most troublous centers of a world in crisis, 
were unable to relieve human misery with American abundance as Congress so 
evidently intends, due to the insufficiency of one item, ocean freight. 

Mr. Conrer. I want to say a word about what the American 
Council is. 

The reverse of the first sheet of the statement lists the 42 member 
agencies—American voluntary, nonprofit agencies interested in over- 
seas relief rehabilitation, et cetera. 

For some years the Congress has appropriated moneys to defray 
the expense of ocean freight on voluntary agency shipments. 

In behalf of the American Council I again would like to express 
our appreciation and stress that this ocean freight subsidy has made 
it possible for the agencies to sharply increase the amount of person 
to person giving from America to overseas areas. 

Most of the agencies have definitely subscribed to the principle of 
distribution according to greatest need, without regard to race or 
creed. 

I understand that the present bill as passed by the Senate calls for 
an appropriation of $2 million for moving goods gathered by tke 
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voluntary agencies and shipped abroad from their own resources. 
This we think is about right and it is a realistic figure and we want 
to support it. 

We understand that the bill as passed by the Senate provides for 
$13 million to move surplus commodities, Government donated 
surplus commodities. 

We within the American Council have made a survey of our needs 
for the coming year. 

For the first quarter beginning July of this next fiscal year we find 
that our firm needs for ocean freight and moving surplus commodities 
runs in excess of $4 million. Therefore we say that a very conserva- 
tive estimate of our needs runs $17 million a year on surplus com- 
modities. 

We note that there are a number of countries to which the agencies 
are shipping on which the ocean freight is not reimbursable, on which 
the agencies are paying the freight out of their own resources. 

The important thing is that this subsidy from our Government 
makes for a sharp increase in what the voluntary agencies are able to 
do. 

The $17 million is calculated on the basis of the limited allocations 
which are available to us from commodities made available under 
title 3 of Public Law 480 of last year. 

I point out and I emphasize that at the present time that means only 
five commodities—milk, butter, cheese, cottonseed oil, and shortening 
made from cottonseed oil. 

In addition the law would authorize the President to give the 
voluntary agencies surplus commodities of other types such as wheat 
and corn products, under title 2 of the legislation. 

Thus far the administration has not determined policy on this. 
Thus far only 1 or 2 allocations under title 2 have been made. 

For this reason we would support the recommendation of the 
administration that there be an additional clause, and it is incorporated 
in the act, which would authorize the President to take funds appro- 
priated for other purposes under this act to defray the expense of 
ocean freight. 

I think that reaches the bare essentials. I would like to go further 
and tell you a little about what goes on overseas, tell you a little 
about the amount of good will this has brought, both to the United 
States and to the agencies which work, how this distribution, according 
to the greatest need, is something which brings good will generally. 

Mr. Taser. Could you submit with your statement a supplement, 
a list of the countries to which items have been sent? 

Mr. Conrer. I will be glad to do that. Might I mail it to you? 

Mr. PassMaAN. Yes, getting it back as quickly as you can so we can 
print it in the record immediately after your full statement. 

(The information is as follows:) 
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BERNARD A. CONFER, AMERICAN COUNCIL OF 
VOLUNTARY AGENCIES FOR FOREIGN SERVICE 


yovernment surplus foods are distributed by American voluntary foreign relief 
agencies in the following countries: 


Austria 

Belgium 

Bolivia 

Brazil 

British Honduras 
Burma 

Chile 

Colombia 
Ecuador 

Egypt 

England 

Finland 
Formosa 

France 

French Morocco 
Germany 

Goa 


Guatemala 
Haiti 

Hong Kong 
India 
Indochina 
Indonesia 
Iran 

Israel 

Italy 

Japan 

Java 
Jordan 
Korea 
Lebanon 
Liberia 
Libya 
Malay States 


Montserrat 
Nigeria 

North Borneo 
Okinawa 
Pakistan 

Persia 

Peru 

Philippine Islands 
Ryukyu Islands 
St. Lucia 
Sarawak 
Singapore 
Spain 
Tanganyika 
Trieste 

Tunisia 

Turkey 


Gold Coast Malta Yugoslavia 
Greece 


MEMBERSHIP OF AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR 
FOREIGN SERVICE, INC, 


Mr. Gary. Is CARE associated with the American Council? 

Mr. Conrer. It is not. 

Mr. Rooney. Yours are religious organizations? 

Mr. Conrer. Nonsectarian. 

Monsignor Swanstrom. Most are religious agencies but many are 
nonsectarian agencies. 

Mr. Kinney has an important point. 

Mr. Rooney. There is a list of the voluntary organizations on the 
back of the first page of this statement. I would suggest they be 
incorporated in this record. 

Mr. Passman. Mr. Rooney, we put in the entire statement. 

Mr. Rooney. Yes; but I wish to make sure of including the back 
of this first page. 

(The information referred to is as follows:) 


AMERICAN CoUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE, INc. 


To provide a means for consultation, coordination, and planning so that relief and 
reconstruction programs may be carried on in the most effective way 


MEMBER AGENCIES 


Adventist Relief Agency of the General Conference of Seventh-day Adventists 

American Baptist Relief 

American Committee for Emigre Scholars, Writers, and Artists, Inc. 

American Committee of OSE, Inc. 

American Federation of International Institutes, Inc. 

American Friends of Russian Freedom, Ine. 

American Friends Service Committee, Inc. 

American Fund for Czechoslovak Refugees, Inc. 

American Hellenic Progressive Educational Association—Refugee Relief Com- 
mittee 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid Homeless Armenians (ANCHA) 

American ORT Federation, Inc. 





American Relief for Poland, Inc. 

Boys’ Towns of Italy, Inc. 

Brethren Service Commission 

Church World Service, Inc., National Council of the Churches of Christ in the 
United States of America 

Congregational Christian Service Committee, Inc. 

Foster Parents’ Plan for War Children. Inc. 

General Council of the Assemblies of God, Foreign Service Committee 

International Rescue Committee, Inc. 

International Social Service, Inc. 

Iran Foundation, Inc. 

Lutheran Refugee Service 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

National Council of Jewish Women, Inc. 

National Travelers Aid Association 

Near East Foundation 

Russian Children’s Welfare Society, Inc. 

Salvation Army 

Selfhelp of Emigres from Central Europe, Inc. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Inc. 

United HIAS Service, Inc. 

United Lithuanian Relief Fund of America, Inc. 

United Seamen’s Service, Inc. 

United Ukrainian American Relief Committee, Inc. 

War Relief Services of the National Catholic Welfare Conference, Inc. 

World University Service 

Young Women’s Christian Association, Inc. (World Emergency Fund) 
Mr. Conrer. Would you like to hear from Mr. Kinney? 
Mr. PassMan. Yes. 


STATEMENT OF EDWARD M. KINNEY 


Mr. Kinney. I have 2 or 3 points to make. The first one is that 
during the past 6 months, under the new legislation which Congress 
passed last year, the voluntary agencies shipped more surplus food 
overseas for distribution to the needy than in the previous 4 years 
that such foods have been available. 

Secondly, the urgency for additional funds is not only to expand 
the present programs of the agencies but such practical things as the 
recent increase of 15 percent in ocean freight rate would ac tually re- 
sult even if the same amount were made available in the reduction of 
the same amount of surplus that could be shipped overseas. 

I would like to call to the attention of the committee the fact that 
while $17 million for whatever can be appropriated over the $13 
million specified in the present bill seems a great deal of money, 
actually the savings to the taxpayer are substantial as well. 

I have calculated that on the basis of a shipment of 1 billion pounds 
of surplus foods by the voluntary agencies during the next fiscal year, 
the Government will save storage charges in excess of $12 million 
& year. 

Actually in 2 years’ time the entire investment in ocean freight 
subsidy to the voluntary agencies and the cost of storage of the 
commodities while awaiting shipment would be written off. 

Mr. PassmMan. The committee is very grateful——— 

Monsignor Swanstrom. All of the agencies make a strong effort to 
make it known in the countries of distribution that these are goods 
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supplied by the people of the United States, they are free, and it is 
a gift of the United States, not of a religious agency or the agency 
which happens to distribute it, but from the people of the United 
States, all of the people. We are giving it as a people-to-people gift. 
Political aspect of the thing doesn’t enter into it, such as Government- 
to-people giving. 

Those are two very important points which should be taken into 
consideration in your thinking. 

Mr. PassMan. We are grateful for the views of this organization 
and a little extra time can be allotted you. 

Monsignor Swanstrom. All three of us here have visited the coun- 
tries in which this food is being distributed. It would be impossible 
to tell the members of this committee the good will that this creates 
for the United States, the amount of good it accomplishes so far as the 
health of the people is concerned, and all that is being accomplished 
by coming directly from the people of the United States to the people 
of those countries. 

There has been a suggestion made that the governments of the 
countries receiving the food pay the ocean freight. That has been 
suggested from time to time by FOA. 

Under those conditions the governments of those countries naturally 
would want to have something to say about the distributions. It 
would take away this whole aspect of voluntary giving. 

Mr. PassMan. Monsignor Swanstrom, the recipients then know that 
these gifts are coming from the people of the United States? 

Monsignor Swanstrom. The goods are marked. Practically every 
package is marked. The American flag is placed on the packages 
most of the time, and the people who distribute American supplies 
make it known that they are gifts of the people of the United States. 

Mr. Gary. What is the difference between this program and the 
CARE program? 

Monsignor Swanstrom. CARE does not have counterpart agen- 
cies abroad that the voluntary agencies have for distribution. CARE 
distributes most of its goods through governmental agencies. The 
voluntary agencies, on the other hand, have counterpart voluntary 
groups in every country. They have their own indigenous agencies 
who handle the distribution. 

About 6 percent of the surplus foods were distributed by CARE 
last year and 94 percent by the other voluntary agencies. We use 
volunteer personnel and counterpart agency personnel to distribute 
abroad, and as a result our administrative costs average only 2 per- 
cent. 

Mr. Passman. Monsignor Swanstrom, the committee appreciates 
your appearance here. We know it will be of great help to us in 
considering this legislation. 

Mr. Conrer. We are grateful for the time you have given us. 

Mr. PassmMan. We are grateful that you could appear before the 
committee. 


64418—55 42 
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WEDNESDAY, JUNE 22, 1955. 


INTERGOVERNMENTAL CONFERENCE FOR EvROPEAN REFUGEES 


WITNESS 


HON. BEN JENSEN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF IOWA 


Mr. Passman. We are happy to have our colleague, Congressman 
Ben Jensen, appear before the committee. 

Have you a statement you would like to make at this time, Mr. 
Jensen? 

Mr. Jensen. Yes, Mr. Chairman, and I will make it as short and 
to the point as possible knowing full well your time is limited today 
as is generally the case with this busy committee. 

As” you know, Mr. Chairman, and members of the committee, 
our colleague, the Hon. John Taber, who was chairman of the full 
appropriation committee during the last session of Congress delegated 
me as an alternate delegate to the Intergovernmental Conference for 
European Refugees held in Geneva, Switzerland, last winter. I am 
glad to see Mr. Taber here sitting across the table from me today. 

I attended that conference. It began on the 28th of November 
and lasted a week. Then the High Commissioner for Refugees 
Conference started a day or so after the conference I have just 
mentioned had closed. 

The High Commissioner for Refugees heard me make my speech 
to the members of the Intergovernmental Conference for European 
Refugees, after which he urged me to stay as a listener and unofficial 
adviser, so to speak to his Refugee Conference, which I did for 3 more 
days. 

Mr. Chairman, I have here a statement which I would like to read 
into the record which gives my ideas about the High Commissioner’s 
refugee organizations and the justification for appropriating money 
for that program. 

Mr. PassMAN. Without objection, that may be done. 

(The statement referred to is as follows: ) 


Mr. Chairman and members, as you all well know, it is most unusual for me to 
make a special appearance before a subcommittee of the House Appropriations 
Committee of which I am a member to request that money be spent. It is, how- 
ever, a measure of the degree of my interest in the tragic plight of the hapless 
refugees from war and communism still uprooted in Western Europe some 10 
years after the end of the Second World War. 

No doubt some of you may have visited refugee camps in Europe, as I have. 
If so, you will have an appreciation of the miserable conditions under which these 
people live. For them, many of whom are too young or too old, too sick, or too 
disabled to be eligible for migration to new countries, there is little hope. Many 
children born in these camps have known nothing in their young lives but the 
hardships and degradations of camp life. 

Of approximately 300,000 unassimilated refugees under the mandate of the 
United Nations High Commissioner for Refugees, 77,000 are still living in camps. 
Under the High Commissioner’s 4-year program to find permanent solutions for 
these unassimilated refugees, first priority is being given to emptying the camps 
which are located in Austria, Greece, Italy, and Germany. 

Since we and other free-world nations encourage oppressed people to escape from 
behind the Iron Curtain, I think we have a moral obligation to see that those who 
have turned to the Western World with hope and faith in our way of life are not 
Cisillusioned whea they finally achieve it. I, for one, am worried by the fact that 
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many of these people have become so bitter and disillusioned that they even prefer 
to return to the horror of their Communist homeland. 

Before this committee is a request of the administration’s for an appropriation 
of $1.4 million to attack the problem posed by this limited number of unassimi- 
lated refugees. It is known as the United Nations Refugee Fund. The fund was 
established by the General Assembly of the United Nations last October, with 
only the Communist-dominated countries opposed to it. It is being administered 
by the United Nations High Commissioner for Refugees, Dr. van Hoeven 
Goedhart, a former Minister of Justice of the Netherlands, and a man whose 
experience with refugee problems is extensive. In my opinion, Dr. van Hoeven 
Goedhart is a man in whom this committee can have complete confidence. Di- 
recting the work of the High Commissioner is an executive committee of 20 
governments, none of them Communist, of which the United States is a member. 

The High Commissioner has made a good start toward implementing the first 
year’s program, the estimated cost of which is $4.2 million. Already 10 govern- 
ments have contributed over a million dollars, and the people of Holland, in a 
privately conducted campaign, have raised another $750,000, bringing total con- 
tributions to date to approximately $2 million. It should be borne in mind that 
for every dollar put into the program by the High Commissioner’s Office approxi- 
mately two will be available to the program from sources within the countries in 
which the refugees now reside. 

The program proposed for implementation by the High Commissioner for the 
first year will enable some 20,000 refugees to begin a new life. The major emphasis 
will be on making individual refugees useful and productive individuals by assimi- 
lating them into the economies of the countries where they now reside. I had the 
privilege of sitting in on the High Commissioner’s Advisory Committee meeting 
last December when he talked about his plans to provide new opportunities for 
decent living for these suffering people—opportunities to get housing near employ- 
ment centers ; opportunities to get loans with which to start new businesses or buy 
farms and farm equipment; opportunities to obtain vocational training for trades 
and professions. He also discussed plans to provide permanent institutional care 
for over one thousand so-called difficult cases—the old and the disabled. The 
program, in addition, will provide emergency aid to some six thousand refugees on 
the brink of starvation in the Near East, Italy, Greece, and China. 

Certainly, gentlemen, a program such as this deserves the support of the United 
States, whose well-known compassion for suffering humanity is one of its greatest 
traditions. I earnestly hope that this committee will take favorable action on the 
administration’s request for an appropriation of $1.4 million as a United States 
contribution to the 1955 program of the United Nations High Commissioner for 

‘ Refugees. 


Mr. JENSEN. I was greatly impressed by the High Commissioner’s 
refugee conference. I understand they are asking that $1,400,000 be 
allowed for fiscal 1956 which is the amount requested in the President’s 
budget, and which I approve. 

If we are going to continue to help suffering humanity of the world, 
[ think this is the best way to do it, for compared with other methods 
of foreign aid, these programs cost a mere pittance. Great good is 
done and greatly appreciated the free world over. We also have 
what is known as the Escapee Aid Program. The Voice of America 
encourages people back of the Iron Curtain to seek freedom in 
Western Europe, and thousands have done so risking all to be free. 
We join with many other freedom loving nations to help these poor 
destitute humans with food and clothing, a roof over their heads 
and aid in finding work. This too is a very worthwhile program. 
I am sure God will bless us for it all. Mr. Chairman, before I 
attended these conferences in Geneva these programs were quite 
strange to me, so I insisted on a hearing by having all of the delegates 
from the United States there and the State Department officials 
present. I asked them a lot of pointed questions about the Inter- 
governmental Conference for European Refugees program because 
you see it was my responsibility to see to it that the money we spend 





654 


to support same is put to good use and to see to it that the othe; 
nations shoulder their fair share of the cost. 

So I asked these many questions and got the answers. 

Mr. Chairman, I ask that these questions and answers be put in 
the record. 

Which gives a very complete picture of the whole program. 

Also, if you would put my speech in the reeord which I delivered 
before the Conference on Intergovernmental Conference for European 
Refugees at Geneva I would be pleased. 

Mr. PassMAan. Without objection the speech will be inserted in the 
record, Congressman Jensen. 

We are happy you were able to come before us. We know the 
information given us orally and in your prepared statement will assist 
us when we consider this bill. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 

Mr. PassmMan. Without objection the questions and answers also 
will be inserted in the record. 

(The information referred to is as follows:) 


SPEECH BY CONGRESSMAN BEN FRANKLIN JENSEN OF Iowa, 
Unirep States oF AMERICA 


Mr. Chairman and honorable delegates, I deem it a high honor to take part in 
these deliberations as an alternate delegate for the United States of America 
and for having the privilege and pleasure of being associated with such a dis- 
tinguished group of folks like you, who have come here to represent your respective 
beloved homeland in the cause of suffering humanity everywhere. 

I sincerely commend every member for doing his part to help find new homes 
for many distressed deserving people in strange far-off lands where peace and good 
will abounds and is available to all who are willing to work and to do the right and 
act in accordance with your constitution as adopted last Tuesday, November 30. 

Please permit me, Mr. Chairman, here and now to tell you how very proud 
I am of my good colleague, the Honorable Chauncey Reed, one of the most highly 
respected and distinguished Members of the United States Congress for his untiring 
efforts in piloting your constitution through several ICEM sessions to final adop- 
tion and also to say that I am proud of my own fellow Iowans, Mr. Scott McLeod, 
Mr. Dorothy Houghton, and their able staff members for all they have done to 
further this great humanitarian cause, which will in years to come be a blessing 
to millions of now distressed souls. 

I am present on the United States delegation as a member of the Appropriations 
Committee of the House of Representatives of the United States Congress. My 
attendance at this session is also with the knowledge and approval of the Appro- 
priations Committee of the United States Senate. In consequence, I shall have to 
consider at a later time the request of the United States executive agencies for an 
appropriation to cover the United States contribution to the Migration Com- 
mittee for 1956. 

You may be interested, Mr. Chairman, in the congressional procedures that 
finally make possible a United States contribution to the Committee. Authori- 
zation to appropriate funds must first be secured from the Foreign Affairs Com- 
mittee of the House of Representatives and later by the House itself. Similar 
authorization must be secured from the Senate Foreign Relations Committee and 
the Senate itself. The House and Senate must then agree on the specific legisla- 
tion. Agreement is worked out by House and Senate conferees who report back 
to their respective bodies for final action. Assuming that authorization has been 
granted, this procedure is repeated with respect to the appropriation. You will 
recognize that as a result of these procedures, very serious consideration is given 
to any appropriation to cover a contribution to the Migration Committee by a 
number of bodies. Our procedures differ substantially from the parliamentary 
procedures of other member governments. 

Having outlined the foregoing, I would now like to comment on what I have 
seen and heard at this session from the point of view of a member of the Appro- 





655 


priations Committee, before which a request for appropriation must be consid- 
ered. I hope that my comments may be helpful to you in your work. I am 
convinced that the Government members and the staff earnestly desire to improve 
the organization, to make it more efficient, and, particularly, to improve the 
budgeting financial procedures and the control of funds received. 

I note, Mr. Chairman, that everything is expanding, the number of persons 
moved, the total budget, the staff, salaries, migration services, in fact, almost 
every item of expense. This is natural, I suppose, in support of a good cause, 
of which this is one. But, Mr. Chairman, there are almost a myriad of good 
causes to be considered by our Appropriations Committees. When we add up 
the total of all of the requests, they exceed our possible income for appropriation 
by many millions of dollars. We must, therefore, choose between good causes. 
In that choice, we are influenced naturally by the completeness and, may I say, 
brevity of the information presented to us and by our judgment as to the sound- 
ness of the organization involved as to the efficiency of its administration, as to 
the adequacy of its financial control and as to the manner of its budget presen- 
tation. Above all, we must be convinced that the project is what I would call 
closely budgeted. 

The other day, Mr. Chairman, I heard our representative on the Finance 
Committee raise the question as to whether the budget proposed was based on 
an attempt to provide for every possible contingency rather than on a closely 
calculated business risk for the year before us. Naturally, we are suspicious of 
contingency items. Supposed contingencies that cannot be identified and speci- 
fied in terms of amounts of money are unconvincing. In other words, Mr. 
Chairman, we naturally would be more convinced by a budget tightly and con- 
servatively constructed, than one which gives the impression of hidden items of 
overbudgeting. 

Among the many other questions which our committee will ask Mr. Warren 
when he comes before us to support the request for our contribution is a very 
important question of where this organization is going; how long will it be neces- 
sary to continue its activities. In the discussions at this session, I have heard 
references to 3 years—5 yvears—and 10 years, for which plans should be made 
and budgeted. I do not know the answer to this question, Mr. Chairman, but 
I am terribly interested in it, as will be the other members of the United States 
Appropriations Committees. We must, of necessity, look at each year’s requests 
in terms of the future and life span of the project before us. I sincerely advise 
this committee to give more thought to this question and to assist the United 
States representative to provide a convincing answer. It will not do, Mr. Chair- 
man, to assume that the committee may go on indefinitely with a higher budget 
each year than the year before, unless the committee can increase each year the 
proportions of its operations that are on a self-reimbursable basis and thus present 
to the governments the early possibility that their annual contributions may 
gradually be reduced. I must say, Mr. Chairman, that unless an answer is found 
to this question, the committee is in an unsound position looking into the future. 

I do not say this, Mr. Chairman, in any spirit of criticism. I offer the sug- 
gestion in a manner of friendly advice. And, finally, Mr. Chairman, may I 
repeat in the same spirit the fact that while the United States Government, 
representing the United States people, is willing and has so often demonstrated 
its willingness to contribute to many efforts to resolve the problems of the free 
world, but I would like to be reassured, in doing so, that all governments con- 
cerned are sharing proportionately and fairly in terms of their contributions in 
the common effort. 

In consequence, Mr. Chairman, our contribution must always bear a fair 
relationship to that of other governments. 

In conclusion, Mr. Chairman, I must say that my attendance at your meetings 
here in Geneva for the past several days has been most enlightening and encourag- 
ing to me to say the least. It has given me a clearer insight and understanding 
of your good works. I have here witnessed the highest type of friendliness, tied 
in with a true spirit of cooperation, which could exist among such a diversified 
group of people, only because you are all determined to do that which is right, 
and big, and fine, and good, by, with, and for your fellowman. 

The address delivered by the Honorable Hugh Gibson, your very able Director 
was most commendable and informative. It clearly points the way by which, I 
am sure, ICEM will continue to carry on to greater accomplishments in a business- 
like, efficient, economical manner your work of mercy and mutual helpfulness for 
the peoples of every nation who are privileged to join you and who want, above 
all else, peace and good will to reign supreme among men unto all who will strive 
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for it, and who are worthy of it in the sight of God. That, I have learned here, is 
the yardstick by which you measure. 

Would that every Nation on the face of this earth whose people believe as 
does your people and mine, would very soon become members of this organization, 
for I am now quite firmly convinced that here embodied in the hearts and minds 
of your membership and in.your constitution rests the nucleus for world under- 
standing and hence the road to peace for this troubled world of ours. 

Therefore, I humbly and sincerely urge and hope that your efforts toward 
the desired end will not slacken or stand still, but rather that you will exert even 
greater effort to enlist every peace-loving, freedom-loving, and God-loving nation 
on earth to join with you and then to shoulder their fair share in all respects, 
finally to share with you the praise, the blessings, and the satisfaction in the great 
and good work you have so effectively and nobly begun for all mankind. Right 
is the power that knows no bounds. 

I commend each and every one of you, and from the bottom of my heart, I 
wish you Godspeed. 

Thank you. 

MONDAY, NOVEMBER 29, 1954 


SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
House oF REPRESENTATIVES, 
Geneva, Switzerland. 
The subcommittee met in the conference room on the fifth floor of the United 
States consulate at Geneva, Switzerland, at 2:30 p. m., Hon. Ben F. Jensen, 


presiding. 
MOVEMENT OF MIGRANTS AND REFUGEES 
WITNESSES 


Scott McLeod, Administrator, Bureau of Inspection, Security and Consular 
Affairs, Department of State 

Mrs. Dorothy D. Houghton, Assistant Director for Refugees, Migration and 
Voluntary Assistance, Foreign Operations Administration 

George L. Warren, Adviser on Refugees and Displaced Persons, Department of 
State 

Dayton H. Frost, Chief, Intergovernmental Refugee Programs Division, Foreign 
Operations Administration 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


SEVENTH SESSION OF THE COMMITTEE AND FIRST SESSION OF THE COUNCIL, GENEVA, 
SWITZERLAND, NOVEMBER 30 TO DECEMBER 4, 1954 


Mr. McLeop. At the request of Congressman Jensen we have assembled here 
that he may ask Mr. George L. Warren, adviser on migration matters, to the 
Department of State, any questions which he deems pertinent in connection with 
the activities of the Intergovernmental Committee for European Migration 
(ICEM), an intergovernmental committee of which the United States is a mem- 
ber nation. 

Congressman JENSEN. Mr. McLeod, will you state for the record your job, so 
to speak, with ICEM and in which capacity you operate? 

Mr. McLeop. I am Administrator of the Bureau of Inspection, Security and 
Consular Affairs, charged under Public Law 203 with responsibility for the refugee 
relief program. As such I share the responsibility in the Department of State 
with our geographic bureaus on questions relating to migration, generally, and in 
this capacity I was designated by the Secretary as the United States representative 
to the eighth session of ICEM. 

Congressman JENSEN. We also have with us today, a lady from my own 
district, Mrs. Houghton, who has been with this organization for quite some time. 
Mrs. Houghton, would you like to tell us just what your position is with ICEM; 
your duties? 

Mrs. Hovuauron. I will start by saying that my interest goes back to the fact 
that I am Assistant Director to Mr. Stassen of FOA, in charge of the Office of 
Refugees, Migration, and Voluntary Assistance. I attended my first meeting 
of ICEM in the spring of 1953—this is my fourth meeting. I came over due to 
the operating experiences we have in our office of ICEM itself under Mr. Frost, 
who is here today, and we are tremendously interested in all migration problems 
and especially migration of refugees that cause surplus population. I come as 
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alternate delegate to the eighth session due to my position in FOA and due to the 
operating responsibilities in FOA of ICEM. 

Congressman JENSEN. Any other person’s responsibilities? 

Colonel Frost. I am on the staff of Mrs. Houghton and assist her in carrying 
out the duties she has just related. Also, I am adviser to the United States 
delegation to eighth session of ICEM. 

Mr. McLeop. The record should show two public members present. 

(The persons referred to are as follows: Mr. Frank W. Fletcher, Nashville, 
Tenn., and Mr. Nick Stepanovich, East Chicago, Ind., advisers to the United 
States representative to the eighth session of ICEM.) 

Congressman JENSEN. The reason I ask these questions, and questions which 
I] shall ask at this meeting, is because of the fact that I have been delegated to 
this session of ICEM as alternate delegate at the request of the Speaker of the 
House of Representatives, Mr. Martin, and John Taber, chairman of the House 
Appropriations Committee. 

Now, Mr. Warren, would you tell us your particular responsibility at this 
session of ICEM. 

Mr. WaRREN. I am the principal adviser to the United States representative 
and in that capacity I have familiarized myself with all of the affairs of ICEM 
and have represented the United States at the Ad Hoc Committee on Rules and 
Regulations and the Subcommittee on Finance that have met during the past 
week to prepare recommendations on various matters for adoption by the Plenary 
Committee which opens its meetings tomorrow. 

Congressman JENSEN. Mr. Warren, I am sure you are well qualified to handle 
the important position which you hold. Would you state, for the record, your 
background which qualifies you for this position. 

Mr. WARREN. I have been adviser on refugees in the Department of State 
since 1944. In that capacity I was the United States representative to the ses- 
sions of the International Refugee Organization which was in operation from 1947 
to 1952. I was the United States representative to the Brussels Conference in 
November-December 1951, at which the Intergovernmental Committee for 
European Migration was established. I was United States representative at its 
first, second, third, fourth, and fifth sessions. A large part of my work in the 
Department of State has to do with the activities of the Migration Committee 
which I follow regularly. I have been principal adviser to the United States 
representative at the sixth, seventh, and eighth sessions of the Migration 
Committee. 

Congressman JENSEN. Thank you. Now, Mr. Warren, I shall ask you some 
questions—some may seem a little out of order and unnecessary—but necessary, 
in order to make a comprehensive record. The first question: When was ICEM 
organized and for what purpose? 

Mr. Warren. At the Brussels Conference on Migration in December 1951. 
The Brussels Conference was convened on the initiative of the United States 
Government. The purpose of the Committee is to facilitate and to increase the 
movement out of Europe of migrants and refugees from the overpopulated coun- 
tries of Europe who would not otherwise be moved. The Department of State, 
in convening this conference acted in response to a number of legislative actions 
and reports made or initiated chiefly by the House Committee on the Judiciary 
in the beginning in 1948 and extending through to 1951. Congress took these 
actions on the basis of its conviction that the overpopulated countries of Germany, 
Austria, Greece, Italy, the Netherlands, were supporting substantial parts of 
their populations which could not be absorbed in their economies. These people 
were supported without employment, under overcrowded conditions and created 
a situation in which Communist ideology might develop. Congress thought, also, 
that these same persons might be transferred to overseas underdeveloped coun- 
tries that needed larger populations where they might be usefully employed and 
contribute to the defense of the Western World. 

Congressman JENSEN. What nations are charter members of ICE M? 

Mr. WarRREN. The United States (rest to be supplied). Sixteen Governments 
joined the Committee in Brussels—the membership is now twenty-four. 

(The following information was supplied later: Australia, Austria, Belgium, 
Brazil, Canadas, Chile, Denmark, France, Federal Republic of Germany, Greece, 
Italy, Luxembourg, the Netherlands, Switzerland, United States and Venezuela 
are Charter Members of ICEM.) 

Congressman JENSEN. What nations joined since Brussels? (To be supplied.) 
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(The following information was supplied later: Argentina, Colombia, Costa 
Rica, Israel, Norway, Paraguay, Uruguay and Sweden joined the Committee 
since Brussels.) 


Congressman JENSEN. Why are not all members of the United Nations mem- 
bers of ICEM? 

Mr. WarrREN. Not all members of the United Nations are sufficiently directly 
interested in the problem. The countries interested can be divided into three 
groups—the overpopulated emigration countries of Western Europe—Germany, 
Austria, Italy, Greece and the Netherlands; immigration countries such as Canada, 
the United States, Latin America, and Australia; the third category consists of 
countries which have been referred to as “sympathizing countries,’”’ such as 
France, Belgium, Denmark, Switzerland, Norway, and Sweden. These latter 
countries are neither emigration nor immigration countries but because they 
border, because their territories border, on the overpopulated areas referred to, 
they are concerned about the population pressures present in those areas. Conse- 
quently, they are willing to participate in the committee for that reason. 

Mr. McLeop. In addition, the United States Congress provided in its legislation 
that membership in the committee should not be open to Communist or Com- 
munist-dominated governments. 

Mr. Frost. I think it important for this fact to be included in the record. 

Mr. WarrREN. Yes. The original authorization legislation provided that 
United States funds would not be available to any organization which included 
Communist or Communist-dominated governments in its membership, This 
excludes certain members of the United Nations. 

Congressman JENSEN. Furnish list for the record of emigration and immigration 
nations. (Will be supplied.) 

(The following information was supplied later:) 


MEMBER GOVERNMENTS 
United States of America 


Emigration countries: Immigration countries—Continued 
Austria Israel 
Germany 


Paraguay 
Greece 


Uruguay 

Italy Venezuela 
Netherlands Sympathizing countries: 

Immigration countries: Belgium 
Argentina Denmark 
Australia France 
Brazil Luxembourg 
Canada Norway 
Chile Sweden 
Colombia Switzerland 
Costa Rica 


Congressman JENSEN. Supply for the record the number of migrants trans- 
ported from each nation and the number accepted by each nation in ICEM 
since the beginning—by year. (Will be suppliea.) 

(The following information was supplied later:) 
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Congressman JENSEN. Supply for the record, also, the amount, in terms of 
dollars, which each nation has contributed annually, and the average cost per 
migrant. 

(The following information was supplied later:) 


Average cosis per migrant 
Actual, 1952 . 46 
Actual, 1953 5. 40 
Estimated, 1954 9. 69 
Estimated, 1955 5. 68 
Estimated, 1956 


Average costs based on the total budget reflect average administrative costs 
approximately $16.50, average transportation costs from Europe $200, average 
costs of technical services to facilitate migration $12.75, average costs of services 
in the processing and reception of migrants performed directly by governments 
$63 and high average transportation costs of movements from the Far East $600. 
The increase in overall average costs in 1954-56 reflect the movement of larger 
numbers from Europe to Australia at $325.35 per migrant for transportation. 


Average costs per migrant—In terms of the United States contributions 


Actual, 1952 $115. 29 
Actual, 1953 

Estimated, 1954 

Estimated, 1955 

Estimated, 1956 


Intergovernmental Committee for European Migration 
ESTIMATED CONTRIBUTIONS, 1954 


i av > be | | 
| ceroent: | Cash Credits 
| of contri- | Cotribu-| Cash con- | Cash reim- | allowed for 

butions tions to | tributions | bursements| processing | Total con- 
so attmntne adminis- for free for specific | and recep- | tributions 
pes trative | movements; programs tion ex- 


| istrative | 

. — 
| expenses | °*Penses penditures 
| | 


Member governments and other 
sources 


| 
ee 31. 32 | $634, 308 $8, 140, 340 
Argentina a oi ainda — . 46 90, 326 |... 34, ¢ $568, 140 1, 643, 424 
Australia... __- naam ca . 29 127, 388 | 5 : 743, 640 2, 456, 636 
Austria 7 ; .| .42 28, 758 | 36, é 344, 190 462, 788 
Belgium -.--- a oe . 63 53, 264 oa nape 203, 264 
ee quia sae | . 46 90, 326 | | i 739, 724 
Canada_-.--- dasciete .51 | 172,349 | 913, 291 
Sens bwad neenamaane . 02 | 20, 658 | 37, 378 
Colombia... - . viaben st .02 | 20,658 | ~ 5 3, 298 
Oome Rics............ 13 | 2, 632 |- pocunened ,e | , 552 
Denmark. Sa ee .16 | 23,493 : poneantmnucs kn tinlcatdamed 53, 493 
France ___. cuisine -| .51 | 172,349 | lds cine are ae 2, 349 
Germany - ia fitacae | 51 172, 349 |.....-.-.---| 1,566,300 | 1,899,865 | 38, 514 
Greece __ , ; .42| 28,758 | 150,000} 192,150] 463,450 34, 358 
Israel Z aie . 61 10, 329 | 10, 000 38, 790 18, 080 , 199 
Italy... ; . 51 172, 349 |.......-----| 2,975,607 | 2, 587, 915 ’ 
Luxembourg... . 21 4, 253 |---- diseas poke 
Netherlands_ - 2.63 | 53, 264 | 14, 793 | 194, 152 

Norway ; oat 14, 581 DB hed ceueueei 

Paraguay. . 42 8, 506 |-.-.--- bdheie aan 

Sweden.. ie 2.63 | 53, 264 | 22, 400 |----- 

Switzerland --. .98 | 40,100 93, 458 |....--- 

Uruguay-..-.-- . ‘ . 51 10, 329 |. candle 

Veneguela........-. .02 | 20, 658 | 105, 560 | 














Subtotal, Administrative | | 


contributions. _-. . . 00 |2, 025, 249 |. ian iste d ies ‘eae 

saad 379, 770 |-- ‘ 379, 77 
i ee Pa 28, 000 
it 1, 280, 542 ; | 1, 280, 542 
8 eee 3, 246, 690 


Trieste 

New Zealand __ 

Escape program - - a 

Contributions from migrants__....|---- ib nncc i eens abel 

Contributions from voluntary 
| 
| 
' 


| 

7 ‘ ‘ EE SEE, Pech enaenede 2, 366, 151 
Near and Far East fund -- 860, 303 |...----- 860, 303 
Trieste fund. i etic eee coca ima) ond oe tg ee eee 584, 834 
Carryover from 1953- -..--- bee Tome see .-| 6,011, 650 6, 566. 838 
Miscellaneous income-.-..---.---- 7 ace , 000 |..------- 178, 000 |...----- 199, 000 


agencies___- 





at enintenscsesmbaneen ae , 437 | 8, 273, 776 | 22, 927, 435 | 5,805 | 41, 378, 443 
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Intergovernmental Committee for European Migration—Continued 
ESTIMATED CONTRIBUTIONS, 1955 


peut: Cash Credits 
of contri- | C2@tribu-| Cash con- | Cash reim- | allowed for 
Member governments and other butions tions to | tributions | bursements} processing | Total con- 
sources to admin- adminis-| for free for specific | and recep- tributions 
istrative trative | movements} programs tion ex- | 


expenses | °*Penses penditures 


$634, 525 $4, 932, 737 | $10, 500, 000 
90, 357 764, 970 | 1,300, 727 
127, 431 2, 466. 050 524. 3, 217, 481 
28, 768 311, 640 36 | 1,085, 658 
53, 282 | "933. one 
370,000 | ‘818, 357 
162,000 | 434. 408 
54, 000 | 127, 665 
45, 665 

7, 283 

53, 501 

272, 408 
Germany 7 56,000 | 1,710,500 | 3, 748, 908 
Gree@Bic..<s-« cduate rendebiiaitae@addade 606, 539 | 1, 182, 307 
33, 000 | 120, 833 

3, 206,500 | 6, 608, 308 
Se ae 6, 754 


ow 


. SPPrrrrer> 
DS Om tO OD 


0 pms 
a~_ 
om 


_ 
— 
mb 


Luxembourg 
Netherlands 2, 141, 361 
Norway Lat uu £3 | 34, 586 
Paraguay f ho bnit Rd aT adel 18, 509 
. 6% ‘ 103, 282 
Switzerland .§ : | 93, i. ata 133, 114 
J 332 9, 125, 333 
Venezuela R B65 | , 428, 165 
Trieste | .| 7a 1... | 207, 750 
Escapee program... .---....--... | ae Sh, ee is one , 780, 375 
Contributions from migrants | | 4, 604, sal , 604, 840 
Reimbursements by voluntary | 
agencies alii os se 2, 750, 437 
Near East and Far East fund Pa ORk eee Su eae iad 384, 56 a 384, 564 
Trieste fund 5, & ; 406, 834 
Miscellaneous income . 5, 95, 000 
Carryover from 1954 | | 2,297, 846 2, 758, 121 
Additional contributions required _| - -- | 770 |.-- Bi Reto ba es 991, 770 


=a. 
BBr 











100. 00 |2, 506,217 | 6,996, 587 | 28, 188, 69: 8, 986,089 | 46, 677, 586 


ESTIMATED CONTRIBUTIONS, 1956 








United States 31.32 | $790,989 | $5,854, 505 | $5,854,506 |...._______| $12, 500, 000 


Argentina . 46 112, 637 767, $398, 1, 277, 757 
Australia .29 | 158, 854 | 2, 886, 75 3, 3, 818, 641 
Austria .42 | 35,862 463, 904, 1, 409, 112 
Belgium . 63 66, 421 180, 000 |_-- So 246, 421 
Brazil_ “ 25 | SiGe banc... é 416, 5, 944, 637 
.51 | 214,921 | 100, 000 |. 0, 474, 921 
08 > SP ack 53, 58, 136, 761 
CG ett ses enna st onened deekkad . 02 25, 761 30, 8, 74, 661 
Costa Rica .13 Ss ; 5, 12, 782 
Denmark .16 | 29, 296 | ee ae. ; 59, 296 
} .51 | 214,921 100, 000 iE 314, 921 
8.51 | 214,921 ah Ya , 406, 5, 156, 171 
.42 35, 862 300, 000 \ 3 1, 346, 612 
. 51 12, 880 | 10, 000 7, é 151, 630 
. 51 214, 921 50,000 | 3, 3 3, y 7, 311, 483 
al 5, 303 2, 500 |... —_ 7, 803 
. 63 66, 421 | 131, 579 | , 243, § , 2, 406, 750 
.72 | 18,183 | , ao 38, 183 
-42 10, 607 | ede aus B, 26, 707 
2. 63 66, 421 50, 000 |. pacpebkiace 116, 421 
1. 98 | 50, 005 93,000 |. puis 143, 005 
Uruguay : .51 i | __ae ¢ 5s 139, 880 
Venezuela 1.02 25, 761 | ‘ 244, 227, 497, 261 


Administrative contributions - 
Trieste ons whan : 50, gh itdia es 250, 350 
Eseapee program Sede als hehe 2, 042, 875 |...-- 2, 042, 875 
Contributions from migrants 6 hetihacdeed , 239, ‘ae 7, 239, 800 
Reimbursements from volunteer | 

| , BR OE ‘ , a0 ina 2, 998, 380 
Near East and Far East fund eS PT ee A 274, ebadhibe cagA 274, 325 
yy. |, ee ea i A eR ia od soehiiataie enh ~ait ei 
Miscellaneous income.-.___--_- ‘ | ; ee 5, 000 5 , 95, 000 
Carryover from 1955 | | See ed jncnineke bes oman 
Additional contributions required-| Secnadanaal eee ket ; 3, 224, 072 








| 10, 150,656 | 31,358, 288 | 10, 682, 167 54, 736, 618 








Congressman JENSEN. What percent of the cost of this entire organization and 
personnel and transportation costs and everything does the United States Govern- 
ment pav? 

Mr. WARREN. The expenditures of the committee are divided into two parts: 
(1) Administrative expenditure, of which the United States pays 31.32 percent 
The balance of the amount appropriated by the Congress for contribution to 
ICEM is then contributed to (2) the operational expenditure. The percentage 
of the United States overall contribution to the total budget of ICEM in 1954 was 
approximately 21 percent. I can supply for the record the full details of each 
country’s contribution for 1953, 1954, and anticipated for 1955. 

Congressman JENSEN. Do that please. 

(The following information was supplied later:) 

“The United States contributed $8,140,340 in 1954, 23 percent of a total budget 
of $34,811,605, exclusive of funds carried over from the preceding year. In addi- 
tion, the United States made a payment in 1954 of $313,200 to the cash reserve 
fund of $3 million, which was established by the committee at its seventh session 
in April 1954, to insure the maintenance of a liquid cash position at all times. 
This amount represented one-third of the $939,600 allocated as the United States 
contribution to thisfund. (Contributions of other governments listed previously.)” 

Congressman JENSEN. At the outset of ICEM was it intended that the United 
States should pay about that percentage? 

Mr. WarReEn. A little higher percentage. When we made our proposal in 
Brussels for the establishment of ICEM, we offered $10 million, which had already 
been appropriated by the Congress, provided the committee would adopt and 
achieve a total budget of approximately $33 million and move out of Europe in 
the year 1952, 90,000 migrants and refugees to other countries, other than the 
United States. A certain number were ready for movement to the United States 
under the still valid provisions of the Displaced Persons Act of 1948, as amended- 
some 38,000, I believe, mostly consisting of German ethnic refugees. 

Congressman JENSEN, Will you tell us now how you determine the people you 
want transported from any nation to any other nation, the method by which you 
determine priority selection. In selecting these people you must have a yardstick 
which you use to determine who shall have first priority, second, and so on, 

Mr. WarreN. ICEM moves only those persons who are selected by the immi- 
gration countries receiving them. When the organization was started in 1951 it 
was estimated there was a backlog of approximately 40,000 persons in Europe 
with visas to immigration countries in their hands who were unable to get over- 
seas transportation. Since then most of the movement has resulted from new 
bilateral agreements made directly with assistance of ICEM, between the immi- 
gration countries and the emigration countries. ICEM moves persons after 
they are selected by the officials of the receiving countries. In the last year 
approximately one-third of the movement has consisted of the wives and children 
of former emigrants from Italy, Greece, the Netherlands and Germany, going to 
join their husbands or fathers in the immigration countries who preceded them 
by 1 or 2 years. Another one-third is composed of tradesmen and agricultural 
workers selected in overcrowded countries by recruiting missions of these receiving 
countries, such as Canada, Latin America, and Australia. 

Congressman JENSEN. Do you feel, Mr. Warren that the immigrants who come 
into the United States are screened according to our laws? 

Mr. WARREN. Yes. 

Congressman JENSEN. Have all member nations met their financial commit- 
ments—if not, who have not and why not? 

Mr. WarrREN. Contributions to the administrative expenditure are obligatory 
on membership in accordance with the set percentage scale. All member gov- 
ernments have made their contributions to the administrative expenditure 
according to their allocations in 1954 which is not yet complete—only some 
$26,000 remains unpaid out of an administrative budget of $2,600,000. The 
contributions to the operational expenditure, which are larger are voluntary and 
no member government has been declared to be in arrears. Payments have been 
very satisfactory and many of the payments to the operational expenditure are 
actually made in advance or, at the latest, 2 or 3 months after ICEM has expended 
its funds on the basis of a Government commitment. 

Congressman JENSEN. Thank you. Why does ICEM project its budget 2 
vears in advance? Now, I tell you why I ask that question. The United States 
is the largest contributor and the United States Congress cannot commit a suc- 
ceeding Congress. This could bring about a condition which could embarrass the 
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United States by projecting a budget 2 years in advance instead of 1 year. Why 
is that? 

Mr. McLeop. I think it is done because of the condition you cite. It must be 
projected 2 years in advance, as [CEM must know by what time the money will 
become available by action of our Congress. If they did not have it appropriated 
in advance they would not be able to operate. 

Congressman JENSEN. In other words the money you ask for at this session 
will be used when? 

Mr. McLeop. The beginning—January 1, 1955, by ICEM, if appropriated 
during the 1954 session of Congress. 

Mr. Warren. ICEM presents a budget for 1956 at this session in the fall of 
1954, largely in response to the United States requirements. The budget for 1956 
is presented only in. a preliminary and informative manner and will not be finally 
adopted by ICEM until the fall session of 1955. It is simply presented as ad- 
vance information of ICEM’s plan for that year. ICEM does this largely in re- 
sponse to United States requirements. ‘The Department of State is requested by 
the Bureau of Budget in August 1954 to prepare the estimates which will be in- 
cluded in the President’s budget for the 1955-56 fiscal year to be presented to 
Congress in January 1955. The estimate that the Department gives to the 
Bureau of Budget is considered by the Bureau of Budget and included in the 
President’s estimates. If ICEM did not prepare a preliminary budget to assist 
us, We would have to base all estimates on our own judgment without the benefit 
of detailed information from ICEM. So, action which [CEM will take at this 
session is: (1) to revise and change the 1954 budget in the light of actual experi- 
ence during the year, (2) to establish the 1955 budget, which goes into effect on 
January 1, 1955, and (3) to take a preliminary look at the 1956 budget just as a 
matter of information. No government makes any commitment on the 1956 
budget at this session. 

Congressman JENSEN. Do you know at this time what the 1955 budget request 
will be? 

Mr. WARREN. Yes, approximately. It will be established this week by the 
committee. 

Congressman JENSEN. When that is definitely provided will you supply it for 
this record which I will not ask for until after the conference has adjourned. Also, 
will you supply for the record the budget which is presented for 1956? And sup- 
ply for the record a copy of the constitution which governs the procedure of ICEM 
and the names and nationalities of the different chairmen and the first and 
second chairmen and the rapporteurs who have served to date, and the names of 
those (and nationalities) elected at this conference. 

Mr. WaRREN. Yes. 

(The following information was supplied later:) 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 
Estimated plan of expenditures for 1955 and 1956 


{In United States dollar equivalents] 


Item 55 1956 





AGT be ea aA i oe: 2, 506, 217 $2, 545, 507 


Operations: 
1. European program: 
Transportation costs (sea and air) ---.-- 25, 262, 96 31, 678, 294 
RT er ae ee ee re Te Sidaak ee cecit 


Subtotal a see nih siren hs aaah nse eal a ieaeattemulanmeatoa 25, 412, 96 31, 678, 204 
Transportation (special): Port charges, baggage costs, insurance, 

Osi 5s ih died G0 Wi he Sk ct ie don demncedabads ae 210, 930 286, 050 
Migration services. _---.----- sabbath inka soa ahi neni tadananet iginiand , 679, 72: 2, 500, 000 
Voluntary agencies programs - _- nclebes sana one 5, 5, 554, 700 


; Subtotal European program 32, 788, 89% , O19, 044 
2. Near and Far East programs.--- a a “= , 845, 395 , 489, 900 

3. Trieste special program .-_-.-...---.- 
Total operations program : 35, 041, 122 41, 508, 044 
Member government services_.....----- : 8, 986, 089 682, 167 


Total committee and government services =a 44, 027, 211 52,191, 111 


Total plan of expenditures_._-....---.-- ‘ ‘ peeaeesatn 46, 533, 428 54, 736, 618 








664 


Congressman JENSEN. Also, show at the proper place where ICEM funds 
appear in the United States budget. 

Mr. WARREN. Yes. 

(The following information was supplied later:) 

Under the chapter of the budget titled ‘‘Funds Appropriated to the President, 
Mutual Security, Economic, Technical and Other Assistance.”’ 

Congressman JENSEN. Also, a condensed report of the procedures of this 
session, showing specific, exact amount in dollars committed to be paid by each 
member nation for calendar year 1955 and the amount presented for 1956. 

Mr. WaRREN. Yes. 

(The following information was supplied later:) 

The eighth session of the Migration Committee was adjourned on the day it 
was convened, November 30, 1954, and was followed by the first session of the 
Council, November 30 to December 4, 1954. The Council was established under 
the constitution which came into effect on November 30, 1954. The Council 
adopted rules of procedure, staff regulations and financial regulations, appointed 
the Director and Deputy Director and elected the Executive Committee of nine 
governments. It also considered the Director’s report and revised the plan of 
expenditure for 1954. The Council then adopted the plan of operations and 
the budget and plan of expenditure for 1955 to go into effect on January 1, 1955, 
for the calendar year. The plan of operations and budget for 1956 was con- 
sidered only as a matter of preliminary information and referred to the fall 
session of 1955 for further consideration and adoption. The budgets and plans 
of expenditure for 1955 and 1956 have been included earlier in the record. The 
estimates of the contributions of the member governments for 1955 and 1956 
are included in these charts. The only formal commitments with respect to 
contributions made by member governments at the first session of the Council 
(November 30 to December 4, 1954) were with respect to the contributions to 
administrative expenditure for 1955 which are obligatory. All contributions to 
the operational expenditure are on a voluntary basis and depend in amount 
largely on the numbers removed from or entering the areas of the respective 
member governments. Some governments including the United States and the 
so-called sympathizing government members, also make voluntary contributions 
to the ‘free funds’ of the Committee to cover the deficits in operational expendi- 
ture rising from the fact that the contributions of emigration and immigration 
countries do not meet completely the costs of transpert of the migrants moved. 

Congressman JENSEN. What was the amount of unexpended and unobligated 
funds which were carried over from 1953 to 1954? 

Mr. WARREN. $6,566,838. 

Congressman JENSEN. Do you anticipate a carryover for 1954 into 1955? 

Mr. WarrREN. Yes. Approximately $3 million. 

Congressman JENSEN. On the basis of the number of immigrants which you 
expect to move during the calendar year 1954, is that the way you arrive at that 
figure? 

Mr. WarrEN. No. Not entirely. The carryover results from a number of 
factors. 

Congressman JENSEN. How do you arrive at that carryover from 1953 to 1954? 

Mr. WarRREN. It is known as a matter of financial audited report record. 
The carryover figure from 1954 to 1955 is, at this moment, still an estimate 
which will be finalized this week at this session. The carryover of $6,566,838 
from 1953 resulted from the fact that while the committee budgeted in 1953 to 
move 120,000, it only moved, in fact, 87,000 plus. Consequently, certain funds 
contributed and paid to the committee were not used in that year. Experience 
in 1954 was different. ICEM started the year with a carryover of $6,566,838 
from 1953 and will move approximately 119,000 persons—slightly in excess of 
its estimate adopted at the beginning of the year of 118,400, and will only carry 
over into January 1955 an estimated $3 million. In other words, ICEM in 1954 
spent approximately $3,500,000 more than it received in income during the year. 
Briefly, it started with a carryover of $6,566,838, and is coming out with a carry- 
over of $3 million. This represents a deficit in income. 

Congressman JENSEN. Does ICEM receive funds from any other sources except 
the member nations? 

Mr. WarrEN. Yes. New Zealand is not a member government, but made a 
contribution in 1954. Certain trust funds are available for ICEM’s use. 

Congressman JENSEN. How do trust funds originate? 

Mr. WarrREN. There is for instance the Trieste trust fund. There were 
certain assets of the enemy countries remaining after World War II which de- 
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veloped in Italy in 1952. By agreement of the United States, French, and 
British Governments these funds, constituting $1 million in Italian lire, and in 
agreement with the Italian Government, were made available for administration 
by ICEM for the liquidation of the problem of refugees in Trieste. These were 
funds originally taken away from refugees themselves during the war and it 
seemed to be most appropriate to apply them for the benefit of refugees. These 
funds have been available to ICEM over the past 3 years to facilitate the overseas 
resettlement of aged refugees in Trieste. ICEM also administers an International 
Refugee Organization trust fund. Certain claims of minor items of income 
remained which could not be liquidated when the IRO itself was liquidated. The 
interest in these funds was turned over to ICEM to collect and administer as they 
became available. Migrants themselves are contributing increasingly, and under 
various arrangements toward the cost of their own transport. They make pre- 
payments in advance of departure or they make repayments on the basis of signed 
loans through the voluntary agencies, after they arrive in their country of immi- 
gration. 

Congressman JENSEN. How much has been contributed during the life of 
ICEM from other sources other than by the nations of ICEM? 

(To be supplied.) 

(The following information was supplied later:) 


1003 aS Dar SGC OLA 2A 2. IE hd eke ne dsccdsiil.sl. Gp eee 
i oF Jie 7, 315, 644 
1954 (estimated) beacons ors aha the a cD 


Congressman JENSEN. Tell us, now, what each nation pays to get an emigrant 
out of their country and what the amount is that the person who receives the 
immigrant as an employee or a relative pays toward the expense of transportation. 

Mr. Warr2Nn. Germany, Italy, Trieste, and the Netherlands each contribute 
$60 per person removed from their areas by the Migration Committee. Canada, 
as an immigration country, contributes the balance of any cost to ICEM for the 
migrants transported, which is not received from any other source, for all migrants 
going to Canada under official government schemes—this is the only situation in 
which the Migration Committee receives full reimbursement. Australia con- 
tributes, as a receiving country, $60 per person received. In some special cate- 
gories—like relatives joining earlier migrants—they contribute as high as $75. 
Latin America countries have made other arrangements: The Argentine, for in- 
stance, contributes $86 per head for all adults and $43 per child moved on Argen- 
tine ships to Argentina (children up to 18). Under the arrangements with 
Argentina one-half of the migrants travel on Argentine ships. Brazil pays $20 
per migrant received. To date Venezuela has not paid anything per migrant 
received. The Committee is still endeavoring to get Venezuela to make such a 
contribution—hopes to do so in 1955. 

CONGR2SSMAN J=NSEN. What is the situation regarding the United States? 

Mr. Warr2N. The United States’ contribution to the operational expenditure 
and similar contributions from other governments like sympathizing govern- 
ments, provide ICEM with the funds to meet the deficit which they do not receive 
from other countries. Ours are so-called free funds. They have not been tied 
down, up to this point, to any particular movement. For instance, with respect 
to a migrant going from Italy to Brazil—the Migration Committee collects $60 
from Italy and $20 from Brazil; it may also on the same migrant have received 
$20 from the head of the family already in Brazil. In other words, ICEM collects 
$100 for that migrant from the emigration and immigration countries and from 
the head of the family already in Brazil. The Migration Committee spends 
about $165 to get him there. The difference of $100 receive and $165 spent is 
made up from the United States contribution and the contributions of other 
governments for the same purpose. 

Congressman JENSEN. What percent of the immigrants are satisfied with their 
employers and what percent of the employers satisfied with immigrants? 

Mr. WaRREN. That I cannot answer now or even for the record later. There 
have been no complaints brought to the attention of the Committee of any dis- 
satisfaction in any of the receiving countries either from the governments or from 
the migrants. 

Congressman JENSEN. Good. Has any immigrant been convicted of sub- 
versive activities in the country of their choice? 

Mr. WarREN. No such information has been produced from any source. 

Congressman JENSEN. Good. Last question: Has the termination date for 
ICEM been set? 
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Mr. Warren, No. 

Congressman JENSEN. Has the termination date been talked about? 

Mr. WARREN. Only in the following sense: When the Migration Committee 
was established in 1951 we merely decided to perform this operation during the 
calendar year 1952. In 1952 we made a decision about 1953, in 1953 about 1954. 
During 1953 it was evident that the type of organization and the method of financ. 
ing were workable and the majority of members desired to put the Committee op 
a more permanent basis. In drafting the constitution, the decision was merely 
to establish the Committee as a nonpermanent organization, which means 4 
temporary organization, and the references to those terms in the Committee’s 
discussions were in terms of 3 to 5 years. What was meant by nonpermanent 
was 3 to 5 years. 

Congressman JENSEN. I think at the proper place you should show the number 
of Americans who are employed in ICEM; number that are located here and th 
number located in different countries. 

Mr. WaRREN. Yes. 

(The following information was supplied later:) 

As of December 28, 1954, there were 40 Americans employed by the Migration 
Committee—31 officials and 9 employees; 17 officials are stationed in Geneva, 
2 in Austria, 3 in Germany, | in Greece, 2 in Italy, 1 in Trieste, 4 in the United 
States and 1 in Venezuela. Of the employees, 5 are stationed in Geneva, 2 in 
the United States, 1 in Trieste, and 1 in Venezuela. 

Congressman JENSEN. Do you believe, Mr. Warren, that ICEM is administered 
on economical basis or do you think there are places where some money could be 
saved without detriment to the functions of ICEM? 

Mr. WarrREN. I have had experience with a number of international organiza- 
tions and I believe firmly that ICEM has achieved a higher degree of administra- 
tion than any other organization I have personally known. I do believe that 
they operate economically, but they are inclined sometimes, when first con- 
sidering the budget presented, to overbudget defensively for the administration, 
It is the committee’s responsibility to eliminate overbudgeted items and that the 
committee does. I do not say that ICEM cannot be improved—at each session 
I feel there is definite progress toward better administration, closer budgeting 
and tighter control. 

Congressman JENSEN. Mr. Warren, I thank you very much. You have 
answered my questions like a master. You certainly have a complete knowledge 
of the job in which you have responsibility. It is a pleasure to have a man 
across the table who can answer your questions the way these have been answered. 
I[have derived a great deal of knowledge from your answers to my questions. 


Mr. Passman. Thank you, Mr. Jensen. 


MutTvAL Security PRoGRAM 


Mr. PassMan. At this point in the record we will insert a statement 
received from the General Federation of Women’s Clubs in support of 
the mutual security program. 

(The statement is as follows:) 


STATEMENT BY Mrs. A. Paut Hartz, GENERAL FEDERATION OF WOMEN’S CLUBS 


I am Mrs. A. Paul Hartz, chairman of legislation of the General Federation of 
Women’s Clubs, which was chartered by Congress in 1901. This 1s an organiza- 
tion with a membership of more than 5 million women in the United States, as 
well as 5 million in 50 countries of the world. 

I wish to present the appeal of the General Federation of Women’s Clubs to 
you who have so much responsibility in making the appropriations for the work 
of our foreign-aid program in order that you may know the attitude of our 
organization. 

The General Federation of Women’s Clubs has consistently supported the 
mutual-security programs, beginning with the Marshall plan. 

Attached is a copy of a statement made by Mrs. Theodore 8. Chapman, presi- 
dent of the General Federation of Women’s Clubs, on March 31, 1955, when she 
was urging that the work of this program remain under one administration. 

The substance of her statement is still the sentiment of this organization. We 
do not want to have the benefits derived from our mutual-security programs 
diminished or weakened. 
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We believe that these programs have been among the best methods used to 
really acquaint the people of other nations with the actual purpose of the United 
states. They have brought our foreign-aid programs to the level where indi- 
yiduals know what is being done by the United States. They have helped the 
people solve personal problems and thus have created immeasurable good will and 
greater Mutual understanding. 

The mutual-security programs of our Government have in fact been a magnified 
effort of what the general federation has advocated and worked toward for vears. 
These programs therefore have been accepted and promoted wholeheartedly by 
our membership. 

We urge with all our honest conviction and sincerity that the necessary appro- 
priations to carry on the work of our mutual-security program, in accordance with 
the program of FOA and other mutual-security programs which preceded it, be 
made and earmarked for this purpose. 


STATEMENT REGARDING FOA sy Mrs. TuHeopore S. CHAPMAN 


The General Federation of Women’s Clubs recognizes the vital and extreme 
necessity for mutual security. As an organization we were amongst the first to 
endorse the Marshall plan by convention action. We have consistently supported 
and worked for each succeeding mutual-security program. 

We are today even more enthusiastic about the work of FOA. We have many 
leaders and members who have traveled abroad and have seen firsthand the 
tremendous value of the program of FOA. We have been convinced it is reaching 
more and more people in a manner which has given them confidence that the 
United States of America is trying to help those that need food, clothing, shelter, 
health, education, etc., and is making possible a higher standard of living and 
greater opportunities for them to share in the responsibility of the family of 
nations. ‘Fhey have learned that the United States of America is not entirely 
selfish in its program of aid. 

Today FOA as a separate Agency of the United States Government is estab- 
lished in so many countries. We have from personal observation seen the warmth 
and confidence in the hearts of the people when we discussed our mutual security 
through the contributions to the well-being of mankind. FOA did not seem to 
represent to them calculated governmental routine business, but rather the 
personal interest of our people in the welfare of their people. 

It seems to general federation that it would be a grave mistake, psychologically, 
to make any change in the administration of this organization. Its functions by 
their very nature bring the United States of America into a position of a friendly 
neighbor. Its services are to people not as remote as governments seem to most 

people. 

Our observations and work with FOA has assured the General Federation of 
Women’s Clubs that FOA is most vital in our efforts to draw the free peoples of 
the world together. No matter how long such an organization needs to exist, it 
would be folly to change administration of this magnificent program by terminat- 
ing the FOA. Dividing the work of FOA amongst the permanent Government 
departments would likely submerge it into more or less secondary significance, 
which would probably be true also if its functions were placed in any existing 
department for administration. 

The General Federation of Women’s Clubs is also committed to a program of 
economy in Government by our convention action. The figures show that FOA 
in spite of its expansion of activities has been operated much more economically 
the last fiscal year. 

We are confident that the people of the United States do not want to make 
any mistake which might destroy the confidence of the peoples who have received 
technical assistance from the United States. 

The General Federation of Women’s Clubs with its 11 million affiliated women 
in 50 nations of the world is in a position to honestly and earnestly plead for the 
continuance of FOA to function under a separate administration as it is functioning 
today. 


64418—55——_43 





668 


Mutua Security ProGrRam 


Mr. Passman. At this point in the record we will insert the follow- 
ing telegram from the National Council of Jewish Women in suppor 
of the mutual security program. 

(The telegram is as follows:) 

New York, N. Y., June 17, 19655. 
Hon. Orro PassMAN, 
House of Representatives, Washington, D. C.: 

National Council of Jewish Women believes the mutual security program is 
powerful tool of United States foreign policy just as the goal of that policy is to 
secure peace with freedom so the mutual security program carries us toward that 
goal by providing the security that other countries cannot achieve alone. It is 
not possible to doubt the value and effectiveness of the program. It has proved 
itself by giving other nations the strength to resist Communist aggression. We 
of the National Council of Jewish Women urge you to give your full support to 
speedy passage of the full appropriation requested by the President. We respect- 
fully request that a copy of this statement be included in the record. 

Mrs. Motss 8S. Cann, 
President, National Council of Jewish Women. 


. JUNE 29, 1955. 
Murtvat Security ProGgram 


Mr. PassmMan. The committee has received the following statement 
from the National Federation of Business and Professional Women’s 
Clubs which will be inserted in the record at this point. 

(The statement is as follows:) 


STATEMENT BY Mrs. ISABELLA J. JONES, CHAIRMAN, NATIONAL LEGISLATIVE 
CoMMITTEE, THE NATIONAL FEDERATION OF BUSINESS AND PROFESSIONAL 
WoMEn’s Cuiuss, INc., on Mutvuat Security ProGrRamM 


The National Federation of Business and Professional Women’s Clubs, Inc.’ 
an organization of women actively engaged in business and the professions, sup- 
ports 8. 2090, Senate authorization bill for the Mutual Security Act of 1955. A 
legislative platform, adopted at the federation’s national convention held in 
St. Louis, Mo., in July 1954 by representatives of its 165,000 members, organized 
in 3,000 local clubs in the 48 States, Washington, D. C., Alaska, and Hawaii, 
includes as item II a general directive: ‘‘SSupport of legislation within the frame- 
work of the United States Constitution to implement a foreign policy which pro- 
motes peace and national security.”’ 

The Senate Foreign Relations Committee, in reporting its approval of 8. 2090, 
stated: ‘‘The main purpose of this bill is to continue for another year the various 
programs of foreign military, economic, and technical assistance, which in their 
aggregate comprise the mutual-security program of the United States. 

Our legislative steering committee therefore has approved and our federation 
supports S. 2090. We support S. 2090 both under our general directive on for- 
eign policy, stated in item II of our legislative platform and because 8S. 2090 
relates to and implements each of the three planks under that directive: 

(a) To strengthen and make effective the United Nations. 

(6) To advance international economic development through technica! 
assistance. 

(c) To strengthen the North Atlantic Treaty Organization. 

S. 2090 authorizes continuance of foreign aid, a principle endorsed by the 
national federation since 1948. Support for the continuation of a foreign aid 
program has grown out of membership understanding of the principle involved 
and belief that an atmosphere of confidence and well-being must be created in 
other countries if they are to continue to be effective partners infreedom. Articles 
on phases of the foreign-aid program have appeared in our monthly magazine, 
Independent Woman, sent to every member. Information on questions related 
to foreign aid has been incorporated into our national program and has been the 
subject of special study material sent to our State leaders. 
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Hon. Henry Cabot Lodge, Jr., United States Representative to the United 
Nations, pointed out to the Senate Appropriations Committee in testimony, 
March 29, 1955, the need for making United States appropriations to the United 
Nations programs on an 18-month basis due to the fact that the United States 
Government operates on a fiscal-year basis, whereas the United Nations operates 
on a calendar-year basis. The Senate’s request in 8S. 2090 for appropriations 
covering July 1, 1955, through December 31, 1956, will thus enable the United 
States delegation at the United Nations to make pledges at the same time repre- 
sentatives of other nations do, giving continuity and security to the development 
of the technical assistance programs. Our federation, therefore, especially and 
respectfully, notes and supports those provisions of 8. 2090 providing appropria- 
tions for the United Nations programs. 

The national federation respectfully requests that the authorizations of S. 2090 
be fully carried out by granting complete appropriations requested in this bill to 
implement and make effective the Mutual Security Act of 1955. 


(The following information was requested on p. 300:) 


Distribution of United States fiscal year 1955 defense support program aid by projec 


[In thousands of dollars] 


Generated 
local cur- 
| rency cost 


Dollar 
cost 


Project 





1. Agriculture and natural resources... ----- a ora a eg ae a Ey $13, 000 


(a) Agricultural research and demonstration 
(6) Agricultural organization 
(c) Agriculture workshops-.------- 
(d) Plant protection - - 
Forestry research laboratory - 
Timber extraction. 
Fisheries project, west Pakistan 
Fisheries project, east Pakistan - ------ 
Karachi fish harbor -- se 
Soil and water conservation _-- 
Punjab ground water survey-- 
Baluchistan States union development-- 
(m) Taunsa Barrage-- ; aaclmae 
(n) Fertilizer demonstration __- 
(0) The Ganges-Kobadek irrig: ition _- 
(p) General water resources development advi isory services 
(q) Soil Mechanics and Hydraulics Laboratory 
Yo ap atamianand akin 


2. Industry and mining 


(a) Expansion of power facilities__- 
(b) Fertilizer factory 


3. Transportation and communications_-_-_-_----- 


(a) Improvement and expansion of aviation ground facilities_ 
(b) Ports sine a suite astanctnaneaond 
ie SNS dxiengaicenSaesnd 


. Community development 

(a) Village agricultural and industrial development services-__-_-- 
. Education 

(a) Intercollegiate exchange... ___- 
). Health and sanitation 

(a) Karachi water supply and sewage disposal 


. Technical support for defense es peeernit......=.... ee 
i, a eh dae aad ieenia uaa baa ; 


Subtotal sseataaiaeal 5, f 29, 330 
Payment of United States obligations... -..._...-...---- HERE URS : 2, 070 
Defense budget support Oe 10, 000 


ac ieee RNIN pe eae cecal 25, ! 41, 400 
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